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ONE HUNDRED AND FIFTY-FIFTH DAY. 

Empire Building, 
71 Broadway, New York City, 

Monday, February 9, 1914. 
Before Special Examiner Henry P. Brown. 

Present on behalf of tbe United States, Mr. Dickinson 
and Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabury, Mr. 
Severance, Mr. Bolling and Mr. Reed. 



WALTER W. COOK 

was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows: 

DIRECT EXAMINATION 

By Mb. Reed: 

Q. "Where do you live? 

A. I live in Camden, New Jersey, 420 Pearl Street. 

Q. You are in business in Philadelphia? 

A. Yes, sir. 

Q. With what firm? 

A. Horace T. Potts & Company, 306 North 3rd Street. 

Q. In what business is that firm engaged? 

A. Jobbers in iron and steel. 

Q. How long have they been in business? 

A. That is a question between two or three of ihem. 
About 1810, I think it was, when they started. 

Q. How long have you been in business with them? 

A. Forty-three years last September. 

Q. Are you a member of the firm? 

A. Yes. . 

Q. Which of the partners has charge of the buying of 
steel supplies for the firm? 
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A. The buying of tlie domestic material, that is, steel bars, 
plates and sheets, has been in my charge for about twenty 
years. I cannot give the exact dates, but it is about twenty 
years. 

Q. What kind of steel materials does that firm buy — I 
mean, what varieties of rolled products? 

A. Merchant bars, soft steel bars, Bessemer and open 
hearth, steel sheets, plates and structural materials. 

Q. And about what tonnage of steel does the firm buy in 
the course of each year? 

A. I can only give you an average on that. The last two 
or three years it has been a little excessive, but about 5,000 
to 6,000 tons a year would be a fair estimate. 

Q. How is that tonnage divided among these four pro- 
ducts that you have named — the bars, sheets, plates and 
shapes? Are you able to divide it with any accuracy? 

A. Pretty close, I think. Take what we call the ordinary 
bar steel and it would be about 35 per cent, and sheets would 
be about 25 per cent., I should ,iudge; the balance would be 
taken up in. the structural. 

Q. In the structural and the plates? 

A. The structural and the plates together. 

Q. Do you buy on a competitive basis? 

A. Yes. 

Q. Is the competition for your business keen or other- 
wise? 

A. Very keen; has been for years. 

Q. I will ask you now to cover the period of the last nine 
or ten years and to tell us during that time about what per- 
centage of your steel bars you have purchased from the 
United States Steel Corporation or its subsidiaries? 

A. I think in the first place where I said the bars repre- 
sented about 35 per cent, that I was a little low. When you 
come down to the purchases, I should say, now, that we buy 
and have been buying for the last eight or ten years about 
35 per cent, of our bars from the Steel Corporation. 

Q. About what percentage of your total steel tonnage do 
your bars constitute? 
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A. I should say that I made an error in that, when you 
first asked me that. I should say 60 to 65 per cent. 

Q. 60 to 65 per cent, of your total tonnage? 

A. 60 to 65 per cent, of our total tonnage is bars. That 
is the largest end of our business on domestic material. 

Q. And about 35 per cent, of that bar tonnage comes from 
the Steel Corporation and its subsidiaries? 

A. Yes. 

Q. Has that been so generally throughout the last eight 
or ten years? 

A. Yes. 

Q. Coming to your sheets, which you say constitute about 
one-quarter of your steel purchases, about what percentage 
of those sheets have you, during that same period, got from 
the Steel Corporation and its subsidiaries? 

A. I suppose you are speaking of light sheets? 

Q. Yes. 

A. Only about ten per cent. 

Q. And the remaining 90 per cent, from its competitors? 

A. And the remaining 90 per cent, from its competitors. 

Q. You are speaking now of domestic sheets entirely? 

A. Yes. 

Q. You do not import any sheets? 

A. Not sheets ; only Swedish bars and tube steel. 

Q. How about your structural shapes? I do not mean 
plates, but beams. What percentage of your beams have 
you bought from the Steel Corporation? 

A. I should say about 15 to 20 per cent.; somewhere in 
that neighborhood. 

Q. Of your plates, what percentage have you bought from 
the Steel Corporation? 

A. Not over about 15. 

Q. Not over 15 per cent. ? 

A. Not over 15 per cent. 

Q. Do you ask quotations from the different manufac- 
turers before you place your orders? 

A. Invariably. 

Q. Have you found that those quotations varied or that 
they were all alike? 
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A. Not by any means. At certain times they do vary 
considerably. During the high tension of business their 
prices were pretty nearly the same. 

Q. By "high tension" what do you mean? 

A. I mean of the output. You could not get material. 

Q. When the mills were filled up? 

A. When the mills were congested; that is the better 
word, I guess. 

Q. In those times you do not find the same variations? 

A. Not quite as much as we do in the other times. It de- 
pends on the condition of the mills entirely. 

Q. When the mills needed business did you find that quo- 
tations varied? 

A. Very much. 

Q. Did you find that they went after it? 

A. They certainly did. 

Q. By making attractive prices? 

A. They certainly did, and kept the buyer busy humping 
himself where to put it. 

Q. How has the service of the Steel Corporation been? 

A. It has been very satisfactory to us, I am free to say. 

Q. I am only speaking of your own experience. 

A. That is all I say, entirely. 

Q. What you have yourself observed? 

A. And at times, when the independents could not sup- 
ply us, although they had the contracts, the Steel Corpora- 
tion did and helped us out wonderfully. 

Q. When the Steel Corporation was willing to meet the 
lowest price quoted to you, did that good service which you 
received from them lead you to prefer them? 

A. Every time, sir. 

Q. Every time? 

A. Every time. I looked for the best proposition, and 
they frequently gave it. 

Q. So that when they were the low bidder, or when they 
were equal to the low bidder, they would usually get the con- 
tract because of their good service? 

A. They got the preference always, the figures being equal. 
That was for my benefit ; not for theirs. 
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Q. Is there any other jobber in your line of business in 
Philadelphia that has been in business for as long a time 
as Potts & Company? 

A. Yes. There is only one that I know of now — Morris 
Wheeler & Company. 

Q. You are one of the two oldest concerns in the city? 

A. Yes; it is a question between us which way it works. 

CROSS EXAMINATION 

By Ms,. DiCKiTsrsoN : 

Q. In 1913 what tonnage of plates did your concern buy? 

A. That would be pretty hard to tell; I do not know. I 
do not get those records. I could not tell you at all ; I do not 
know. 

Q. Can you give any approximation of it? 

A. I do not suppose it would be more than — that is plates 
you are speaking of now? 

Q. Yes. 

A. Not over, I should say, 1,000 tons; I think that would 
be a fair estimate. 

Q. Do you know from whom, in 1913, you bought plates? 
Can you recall? 

A. Yes, I recall that perfectly. 

Q. From whom did you buy? And give the tonnage you 
bought from each. 

A. I can't do that; I can give you the people. The United 
States Steel Corporation, Jones & Laughlin, the Eepublio 
Iron & Steel Company and the Cambria. What proportion 
they got, I could not give you; I do not know. 

Mb. Eeed: You are speaking of plates? 
The Witness: Plates. 

By Mk. Dickinson: 

Q. In 1913 did you buy plates from the Eepublic? 

A. Yes. Well, we had contracts with them ; whether they 
delivered them or not, I do not know; 1 could not tell you. 
They had contracts in 1913. 
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Q. What sizes were they that you had contracts with the 
Eepublic for? 

A. That is pretty hard to tell; I can not go through with 
that kind of an answer at all. 

Q. Can you give me an approximation of the tonnage in 
1913 in plates that you got from each of those concerns you 
named! 

A. No, I can not. 

Q. In 1912 what tonnage did you get in plates ? 

A. I do not think there was any more; I do not think it 
would vary much from that at all. 1912 and 1913 were about 
the same kind of years with us. 

Q. State those from whom you bought in 1912 and the 
tonnage that you bought from them respectively. 

A. That I can not do, respectively; I can give you about 
an estimate of the amounts — say about 1,000 tons in that same 
year. 

Q. In all? 

A. In all, yes. 

Q. Have you any recollection of that, or is that just a 
guess? 

A. I recall it by everyday work, buying material and whom 
I bought it from. 

Q. Can you give the approximate tonnage and those from 
whom you purchased? 

A. No, I could not. 

Q. Could you for any years back of 1912 ? 

A. Well, I could not without my data before me, my books. 
Of course, I do not pretend to carry those things in my mind. 

Q. Do you know of plates in 1911, approximately what 
percentage you got from the Steel Corporation? 

A. No, I could not give you that ; I could not answer that. 

Q. Have you any recollection of that? 

A. No. 

Q. Have you for any of the years back of the present 
year? 

A. Not when it comes to tonnage, I could not give you 
that at all. 
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Q. Nor the percentage of the whole tonnag-e, in plates, 
that you got for any given year? 

A. No. 

Q. Take structural material; what tonnage of structural 
material did you buy in 1913 1 

A. I do not think it would run over about 750 to 800 tons. 

Q. From whom did you get that in 1913? 

A. A majority of that cam^e from the Steel Corporation? 

Q. How about 1912? 

A. The same; we hadn't as much business then. I should 
say about 500 tons, maybe. 

Q. Did you get the majority of that from the Corporation? 

A. A majority from the Steel Corporation. 

Q. And so on back for preceding years, back eight or nine 
years ? 

A. Yes; they gave us the best service. 

Q. In 1906, do you know the concerns — that is to say, do 
you remember from whom you bought plates and structural 
material ? 

A. In 1906? No, sir. 

Q. Do you know what the prices were then? 

A. I haven't an idea. 

Q. Have you any recollection about the bids that were 
made then? 

A. No. 

Q. Nor the relation of those bids to each other? 

A. No ; that is too far back. 

Q. Nor how many were alike and how many were unlike? 

A. I could not answer that question. 

Q. Could you answer that for 1908? 

A. No. 

Q. Could you answer those questions for 1909? 

A. No ; I cannot carry those figures in my mind at all. 

Q. Could you answer those questions for 1910, 1911 and 
1912? 

A. Now, when you come up to 1912, I gave you that point 
there, 1912 and 1913. 

Q. In 1912, how many different purchases did you make 
of structural and plate? 
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A. How many different purchases ? 

Q. Yes ; during that year. 

A. That I could not tell you, either ; I do not know. We 
generally make contracts for six months or three months, ac- 
cording to the condition of the market. 

Q. When you solicited bids on any of these purchases, do 
you now recall who bid and what the bids were, or what their 
relations were to each other? 

A. I know they all bid at the time, and it was divided up, 
as I gave you there, amongst those four people. 

Q. Did they all bid on every solicitation, or some bid and 
some did not? 

A. We always asked, when we made contracts — ^it was 
given out to aU of them, and the lowest bidder got it ; some- 
times with a preference for delivery, the other man got it. 

Q. My question is upon all these solicitations in respect 
to structural and plate, did all of those bid all the time, or 
did some of them not bid on some occasions? 

A. I never recall any of them not bidding. We always put 
out the bids regularly. 

Q. Do you recall, on the purchases for 1912, that aU of 
them bid? 

A. Sure ; I can say that ; yes. 

Q. Do you know what their bids were ? 

A. No. 

Q. Nor what the relations were to each other? 

A. No. 

Q. Or how many were alike and how many were unlike? 

A. No, I could not say that at all. 

Q. Do you carry in your mind any recollection of that, 
especially? 

A. No; of course in 1912 and 1913 there was very little 
variation in price, right on through. 

Q. What do you mean by that? 

A. By any of them. 

Q. In 1912 and 1913? 

A. In 1912 and 1913 there was very little variation in 
price. Toward the end of 1913, of course, the market weak- 
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ened somewhat, and then, of course, there was a reduction in 
price. 

Q. You said in 1911 there was very little variation, did 
you? 

Me. Reed : No, he said 1912 and 1913. 

The Witness: In 1912 and 1913. I haven't touched 1911. 

By Mb. Dickinson : 

Q. Do you remember, in 1911, how that was ? 

A. No, I don't remember anything about it. 

Q. Well, back of 1913, do you remember the variation in 
regard to prices in respect of any of those products that you 
have spoken of; that is, in sheets, beams, plates and struc- 
tural? 

A. Variation among the different producers? 

Q. Yes. 

A. There has always been some, ever since I have been a 
buyer; I never saw anything different in my life, that there 
was not a variation in price on some material. 

Q. You mean there was some variation? 

A. Certainly. 

Q. Do you recall what the variation was at any particular 
time? 

A. I could not give you any amount; if we got 50 cents a 
ton or a dollar a ton, we figured on it materially. 

Q. Were there not periods when prices remained constant 
for weeks and months at a time? 

A. Yes. 

Q. And were there not times when the majority of bid- 
ders would be the same? 

A. Yes. 

Q. But you do not recall when that was ? 

A. No, I could not say exactly. I should say 1912 and 
1913. Of course toward the last half of 1913 there was an 
upheaval and a weakness. 

Q. And then, of course, there was a variation? 

A. Then, of course, there was a variation. 

Me. Dickinson: That is all. 
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WILLIAM J. FILBEET, 

a witness previously sworn on behalf of the defendants, was 
recalled and testified further as follows : 

DIRECT EXAMINATION 

By Me. Eeed: 

Q. Mr. Filbert, we are interested to know the facts as to 
the investment of earnings made by the Steel Corporation 
from the time of its organization up until December 31, 1911, 
and to know what part of that investment has been made out 
of net earnings or profits. The Corporation has maintained 
a depreciation account, has it not? 

A. It has. 

Q. And from April 1, 1901, up to the close of the year 
1911, what was the total of that depreciation account? 

A. The aggregate amount which had been reserved from 
gross earnings for depreciation and exhaustion was $250,124,- 
000 ; but during that period, of the aggregate thus reserved 
there had been expended for rebuilding and replacement of 
property worn out, deteriorated or exhausted in the case of 
minerals, $119,152,000; thus leaving a net balance at the end 
of 1911, of the reservations from gross earnings for deprecia- 
tion of $130,972,000, to cover accrued depreciation and ex- 
haustion which had taken place in the properties and had not 
yet been made good. 

Q. In addition to that part of the depreciation fund which 
had been invested in the property as you have described, were 
any of the net earnings of the Corporation invested in prop- 
erties also? 

A. Yes; but I would like to say that technically you do 
not invest as an additional amount of value any depreciation 
which you reserve. You simply substitute one form of asset 
for another. 

Q. You made that very clear in your answer to the pre- 
ceding question, and my use of the word "investment" may be 
not technically correct; but what I am calling your attention 
to now is the investment of net earnings in property. 

A. Yes; there have been amounts of net earnings rein- 
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vested in the property, which represent a net addition to the 
value of the property. 

Q. And what is the amount of net earnings thus invested 
in the property — ^put back into the property so to speak — ^be- 
tween April 1, 1901, and December 31, 1911? 

A. The amount was $349,796,000. 

Q. Mr. Filbert, when you were on the stand several months 
ago you were asked as to the beginning of a system of uni- 
form cost accounting and the preparation and publication 
among your employes of comparative statements of costs in 
the different plants, and you testified, as I recollect your evi- 
dence, that this system was initiated with blast furnace ac- 
counting sometime in the summer of 1901. 

A. Yes, sir. ' 

Q. Have you made a search to discover the earliest com- 
parative cost sheet that your corporation compiled? 

A. I have. 

Q. Have you found it? 

A. I have the original statement or document. 

Q. The first one that was compiled? 

A. The first one that was issued. 

Q. Will you produce it, please? 

A. Yes (handing paper to counsel). 

(The paper referred to was marked "Defendant's Exhibit 
No. 186.") 

By Me. Reed: 

Q. I show you Defendants' Exhibit No. 186, being a state- 
ment entitled "United States Steel Corporation Production 
Cost and Practice at Blast Furnaces, Month of July, 1901." 
Is that the statement to which you refer? 

A. It is. 

Me. Eeed: We offer in evidence Defendants' Exhibit No. 
186. 

Me. Dickinson : This statement is so elaborate that it will 
be impossible for us to look it over at the moment. If we de- 
sire to make any exceptions to it we will do so later. 

Me. Eeed : All right. 
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(The statement referred to was thereupon marked "De- 
fendants' Exhibit (Filbert) No. 186, February 9, 1914," and 
will be found in the volume of Defendants' exhibits.) 

By Mr. Eeed: 

Q. Have you any knowledge of the facts with relation to 
the 2,000 shares of stock of the Youngstown Iron, Sheet & 
Tube Company, purchased by the Steel Corporation from Mr. 
Frick some time in the year 1903! 

A. I have. 

Q. Will you state on what date that stock was purchased 
and at what price ? 

A. That stock was purchased from Mr. Frick in February, 
payment having been made on February 18, 1903, $200,000 
par value of stock, for which there were paid $211,196. 

Q. Until what date did the Steel Corporation continue to 
hold that stock? 

A. The stock was sold in January, 1906, payment of the 
sales price having been received on January 29, 1906. 

Q. At what price was it sold? 

A. It was sold at 1203^, or $241,500. 

Q. During the time that it was held, had the Steel Cor- 
poration received dividends on it? If so, how many divi- 
dends and in what amount? 

A. They had received a single dividend of 1^4 P^r cent., 
$2,500, which was paid on January 2, 1906. 

Q. There appears to have been a profit in the ownership 
of the stock by the amount of the dividend and the excess of 
the sale price over the purchase price. How much in interest 
did that profit represent? 

A. The profit in the sales price plus the dividend, taken 
together, represented a profit of slightly over five per cent, 
per annum. 

Q. Slightly over five per cent.? 

A. Slightly over 5 per cent. Excluding the dividend re- 
ceived, the flat profit between the purchase cost and the sell- 
ing price represented a little less than five per cent, per 
annum on the purchase price. 

Q. To whom was this stock sold? 
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A. It was sold to the Eealty Trust Company of Youngs- 
town, Ohio. 

Q. Had negotiations toward a sale been carried on for 
any time prior to the date when it was actually sold, either 
with that purchaser or with any other suggested purchaser? 

A. Yes. 

Q. What were they? 

A. During the two years preceding, that is, 1904 and 1905, 
negotiations had been carried on both with the Eealty Trust 
Company and with other interests located at Youngstown for 
the purchase of the stock. 

In 1905 an option was given to Mr. Wick — I think George 
Wick of Youngstown, on the stock at $120 per share, but he 
did not exercise it. Prior to the consummation of the sale 
to the Eealty Trust Company, during 1906, and the previous 
year, 1905, negotiations had been conducted with the Eealty 
Trust Company. 

Q. During the time that the Steel Corporation was the 
owner of this stock had the Youngstown Iron, Sheet & Tube 
Company made any increases of stock? 

A. I cannot answer that positively, beyond saying that 
official advice was given to the Steel Corporation by the 
Youngstown Company that it had the option to subscribe for 
additional issues of stock which it intended to put out. 
Whether they put it out or not I cannot answer, because we 
did not exercise the option to purchase any additional stock. 

Q. All you know of it is the notices that came to you? 

A. That we had the right to subscribe; and, in addition 
to that, the Youngstown Company had outstanding a bond 
issue for which there was organized a syndicate by someone — 
I do not recall whom — to purchase and retire this bond issue 
and receive in exchange for the bonds thus retired from the 
Youngstown Company capital stock of that company. We 
were invited to join this syndicate and, through it, acquire ad- 
ditional stock under the plan, but the Corporation did not ex- 
ercise that right. 

Mr. Eeed : You may cross examine, gentlemen. 

Me. Dickinson : We are not prepared to cross examine at 
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this time. I do not know that we will want to cross exaniine 
Mr. Filbert. I would Uke to look over this table which has 
been offered as an exhibit and recall him if necessary. 
Mb. Eeed : Very well. 
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was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as f oUows : 

DIEECT EXAMINATION 

By Mb. Sevebance : 

Q. Where do you live? 

A. Westfield, New Jersey. 

Q. What is your business? 

A. Chief accountant to the United States Steel Products 
Company. 

Q. How long have you occupied that position ? 

A. Since 1904. 

Q. What are your duties as such chief accountant? 

A. Keeping a record of all the accounting figures that go 
through our company, making up aU reports, and accountings 
of the different companies. 

Q. Do you keep any record in your office of the tonnage 
and the value of your exports ? 

A. We do. 

Q. In what way do you keep that, and in what way do you 
check it so that you know it is correct? 

A. We render a daily report of tonnage, taken from the 
original invoices charged on our books, and it is compiled 
from day to day, a cumulative total for the month, and then 
a report for the year, taken from our monthly report, and a 
comparative report for each year; that is, for instance 1909 
and 1910, the same months. 

Q. Now, you say you take it from the original invoices. 
Does the Products Company invoice the goods itself? 

A. Yes. 
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Q. It invoices itself? 
■ A. Yes. 

Q. No matter from which subsidiary of the Corporation 
the goods are shipped? 

A. We do all the invoicing. 

Q. What accounting system do you have as between your 
company and the subsidiaries which manufacture the goods 
that you sell ? 

A. The subsidiary companies send us a mill sheet, giving 
the material from which we invoice; we invoice on our own 
price, of course. They ship the material and we make an in- 
voice up from this mill invoice. 

Q. Do you make a settlement with your customers ? 

A. Yes. 

Q. You collect for the stuff you sell ? 
- A. Yes. 

Q. You make collections? 

A. Yes. 

Q. Do you make settlements with the subsidiaries for the 
tonnage they respectively furnish that you so sell? 

A. We do. 

Q. And do you have any means of checking one against 
the other, to see that your figures are correct? 

A. We have a daily check. 

Q. You say you compile these figures of tonnage and 
values each day, then consolidate those into a month, and then 
consolidate the months into a year? 

A. Yes. 

Q. Has that been your practice continuously since 1904? 

A. Yes. 

Q. And that has been entirely under your charge? 

A. Yes. 

Q. Have these figures, subjected to these checks, balanced? 

A. Yes. 

Q. So that y6u know the figures are correct? 

A. I know they are absolutely correct. 

Q. I call your attention to Defendants ' Exhibit 38, Volume 
II of Defendants' Exhibits, page 178, which is an exhibit in- 
troduced in connection with the examination of Mr. Farrell, 
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headed "United States Steel Products Company, statement 
of total export shipments, 1904 to 1912, inc." for "inclusive." 
Who prepared Exhibit 38, Mr. Sweet? 

A. I prepared it. 

Q. At Mr. Farrell's direction? 

A. Yes. 

Q. Have you re-examined it? 

A. I have. 

Q. Are you able to state whether, as shown by the records 
that you have just testified to, that exhibit is a correct exposi- 
tion of the exports of the United States Steel Products Com- 
pany, both in tons and value? 

A. Yes, I checked it. 

Q. Each item is correct? 

A. Each item is correct. 

Q. Those statistics are given under two heads : "Net tons" 
and ' ' Value. ' ' What does ' ' value ' ' mean, the invoice price? 

A. Invoice value. 

Q. Invoice value at which you sell the commodities ? 

A. At which we sell the commodities to the customers, yes. 

Mr. Dickinson: Mr. Severance, it seems to me now that 
we probably shall not want to cross examine this witness^ 
but I do not just bear ia mind this exhibit, and I would like 
to look it over and recall him if we deem it necessary. 

Mk. Seveeance : Certainly, that is all right. 



HENRY L. JONES 

was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows : 

DIEECT EXAMINATION 

By Mr. Sevebanoe: 

Q. Where do you reside? 
A. Freehold, New Jersey. 
Q. What is your business ? 
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A. Manager of the South American Department of the 
U. S. Steel Products Company and custodian of the agency 
files. 

Q. By custodian of the agency files just what do you mean ? 

A. All matters pertaining to agency arrangements, our 
agents, or representatives are personally handed to me, and I 
keep the proper record of them, and the files are maintained 
right in my own office. I personally handle every document 
on that subject. 

Qi. So you know, at any particular time, who the agents 
of the Products Company are? 

A. I do. I have all the documents and keep them right 
there in my office and personally go over them when any 
question comes up. 

Q. Hbw long have you occupied that position? 

A. On my return from China in 1908 I assembled all our 
various files, all together, taking all documents pertaining 
to agents and compiling them in a separate file, since which 
time I have kept them personally myself. 

Q. What were you doing in China ? 

A. Eepresenting the Corporation as manager of the Shang- 
hai office. 

Q. Did you ever represent the Steel Products Company in 
any other place except China? 

A. I was also their representative in Sidney, Australia. 

Q. How long, altogether, have you been in the employ of 
the Steel Products Company? 

A. I was in the employ of the Carnegie Company and the 
American Bridge Company when the Steel Products Company 
was formed, and was transferred to the Products Company 
on its formation in November, 1903. 

Q. Where were you located at that time? 

A. At that time I was located in Sydney. 

Q. Then you have been with the Steel Products Company 
ever since its organization? 

A. Ever since its organization. 

Q. I call your attention to Defendants' Exhibit (Farrell) 
No. 39, found in the Defendants' Exhibits, Volume II, page 
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179, and following pages, headed "Agents." I will ask yon 
if you prepared tliat exhibit, with certain other names at 
that time on the exhibit? 

A. Yes, sir; I prepared the typewritten copy of apparently 
the same thing, because I have since compared this with the 
typewritten copy that I sent up, and word for word it is the 
same with the exception of some names that were omitted. 

Q. Certain names were eliminated? 

A. Certain names were eliminated. 

Mb. Colton : Names were eliminated by consent. 

Mb. Sevebance: It is understood that those names were 
taken out by consent? 

Mr. Colton: Yes. I do not recall that we made any ob- 
jection. 

Mb. Sevebance : No ; there was no objection and that was 
done. 

By Mb. Sevebance: 

Q. I will ask you, Mr. Jones, whether this exhibit No. 39 
is a correct list of the foreign officers and representatives of 
the United States Steel Products Company as of April 15, 
1913, the day it bears date ? 

A. Absolutely correct. 

Mb. Sevebance : That is all. 

Mb. Dickinson : Cross examination waived. 

(Whereupon an adjournment was taken until to-morrow, 
Tuesday, February 10, 1914, at 10:30 o'clock a. m.) 
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ONE HUNDRED AND FIFTY-SIXTH DAY. 

Empire Building, 
71 Broadway, New York City. 

Tuesday, February 10, 1914. 
Before Special Examiner John Aethuk Brown. 

Present on behalf of the United States, Mr. Dickinson and 
Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabury, Mr. 
Severance, Mr. Bolling and Mr. Eeed. 

Me. Reed : We offer in evidence from Monograph 52 of the 
United States Geological Survey, Figure 2 on page 32 of that 
monograph, entitled "Sketch Map of Lake Superior Region 
showing Iron Districts, Shipping Ports and Transportation 
Lines." 

Me. Colton: We will reserve any exception that we may 
wish to make until we have an opportunity to look this over 
more carefully. 

(The map referred to was thereupon marked "Defendants' 
Exhibit No. 187, February 10, 1914," and wiU be found in the 
volunie of Defendajats' Exhibits.) 

Mr. Reed: We ask to have printed that part of Bulletin 
No. 400 of the United States Geological Survey, all of which 
has already been offered in evidence, which begins in line 10 
of page 129, and ends before the words "Data and results" on 
the same page. 

(The extract referred to was thereupon marked "Defend- 
ants' Exhibit No. 188, February 10, 1914," and will be found 
in the volume of Defendants' Exhibits.) 

Mr. Reed : We also offer in evidence from the same volume 
the table and foot notes at the top of page 132 of the same 
bulletin, beginning with the words "Estimated Available Red 
Ore Reserves in Red Mountain and Shades Valley," running 
down to the words, in the footnote, "14 Potter to Sparks 
Gap." 
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(The extract referred to was thereupon marked "Defend- 
ants' Exhibit No. 189, February 10, 1914," and will be found 
in the volume of Defendants' Exhibits.) 

Mb. Reed: We offer in evidence, from the Iron Trade Re- 
view of January 1, 1914, Table No. 1, appearing on page 100, 
entitled "Table 1, Approximate Shipments by Ranges (all 
rail shipments, estimated, for 1913)." 

Me. Colton: I object to Defendants' ExHbit No. 190 as 
secondary, incompetent, based on original documents not pro- 
duced. 

(The extract referred to was marked "Defendants' Ex- 
hibit No. 190, February 10, 1914," and will be found in the 
volume of Defendants' Exhibits.) 



WILLIAM J. FILBERT 

a witness previously sworn on behalf of the defendants, was 
recalled and testified further as follows: 

CROSS EXAMINATION 

By Mb. Colton: 

Q. Mr. Filbert, do you know what is meant by the figures 
$4.55 appearing under "Average price of material used, ore 
and scale"? 

A. I do. 

Q. From what source is your knowledge derived! 

A. It is derived from my personal knowledge of the man- 
ner in which the accounts of these respective companies were 
made up for the time covered by this statement, and what 
these prices truly and accurately represent. 

Q. Do you know what was the cost of mining the particular 
ore that went into the item referred to under $4.55 ? 

A. I do not. 

Q. Do you know what was the market price of the ore at 
that time, of the class referred to, and corresponding to $4.55 f 

A. I do not; although I would call attention to the fact 
that that average price which you have mentioned is the 
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average price of all of the various grades of ore which were 
used in that month at that particular furnace — not of any 
single ore. 

Q. $4.55 is the average price of all the ore? 

A. $4.55 is the average price or cost to the Carnegie Steel 
Company of all the ore used in the month of July in furnace 
B at Edgar Thompson Works. 

Q. That cost to the Carnegie Company represents what is 
charged to it hy some one of the subsidiaries of the United 
States Steel Corporation. Is that correct? 

A. That is correct in so far as the ore which may have 
been used may have been acquired from another subsidiary 
company of the United States Steel Corporation. 

Q. You do not know to what extent the particular ore there 
used was acquired from another subsidiary of the United 
States Steel Corporation? 

A. I do not. 

Q. You have no information, then, as to where this ore 
came from that was used in this particular furnace during the 
month of July, 1901? 

A. Not that I could give you here. I could refer to the 
record and ascertain the respective grades of ores which were 
included in that total. 

Q. Of your own knowledge, without looking up any records, 
do you know whether or not $4.55 represents book cost? 

A. I do. 

Q. Book cost to the Carnegie Steel Company? 

A. Yes, sir. y 

Q. That is what it represents? 

A. That is what it represents. 

Q. And there is nothing on this exhibit to show what was 
the actual cost of the ore to whatever subsidiary may have 
mined it? 

A. There is nothing in this statement which shows that. 

Q. There is nothing in this statement which shows what- 
ever profit may have been taken by the preceding ore com- 
pany? 

A. There is nothing in this statement which shows that. 

O. Now. as I understand it, the 7.95 means $7.95? 
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A. Yes. 

Q. Whicli is the book cost to the Carnegie Steel Company 
at the particular furnace, of the particular grade of ore, the 
amount of ore that was required to make one ton of pig iron; 
is that correct? 

A. That is correct. 

Q. You do not know what was the actual cost of the coke 
referred to here as $2.50, except as book cost to the Carnegie 
Steel Company, do you? 

A. That is what the figure is, book cost to the Carnegie 
Steel Company. 

Q. And that is all it is? 

A. That is all it is. 

Mr. Colton : I object to Defendants' Exhibit 186 as irrele- 
vant, and I should like to reserve any additional objection on 
the evidence given, if Judge Dickinson wishes to make any. 

Mr. Eeed: You will enter that to-morrow? 

Mr. Colton : In a short space of time. 

By Mr. Colton: 

Q. What was the amount from the depreciation fund ex- 
pended or invested during the year 1911 on or in the proper- 
ties of the United States Steel Corporation? In explanation 
of this question, I understood you to state on your direct 
examination that $119,152,000 had been expended between 
April 1, 1901, and December 31, 1911, on the properties of the 
United States Steel Corporation from a depreciation fund. 

A. That is correct. 

(The first part of the question was repeated hj the steno- 
grapher.) 

The Witness : May I refer to my official record to get the 
figure? 

By Mb. Colton: 

Q. Yes. 

A. (After referring to record) The amount was $12,662 - 
978. 

Q. What was the amount from net earnings so expended 
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or invested during the year 1911? By "net earnings" I mean 
what you class as net earnings. 

A. It is impossible to answer that question literally as you 
have asked it. No one can tell how much may have been ex- 
pended for additional property from net earnings for any 
particular period, but I can tell you how much during 1911 
was put back into the property from net earnings, meaning 
by "put back into the property," into either the physical 
property or the liquid assets. ■ 

Q. On page 21516 you were asked this question: 

"Q. And what is the amount of net earnings thus invested 
in the property — put back into the property, so to speak — 
between April 1, 1901, and December 31, 1911? 

"A. Tflie amount was $349,796,000." 

A. Yes. 

Q. Just a moment. What portion or what amount of this 
$349,796,000 that you have testified about was put back or 
expended, or whatever is the word you want to use, during 
the year 1911, into the properties of the United States Steel 
Corporation? 

A. It was, during 1911, $3,044,665, and in using the term 
"put back into the property," I employed it in its broad 
sense as meaning put back into the assets of the organiza- 
tion, irrespective of whether this amount went into physical 
property or into liquid assets, such as cash, inventories and 
receivables. 

Q. Eeturning to Exhibit 186, did you make up the original 
entries that went to make the entry of 4.55? 

A. Did I personally do it ? 

Q. Yes. 

A. No, those were made up by a great number of clerks, 
of course. 

Q. You know to what I refer? 

A. Oh, yes. 

Q. It is under the column "Average price of material used ; 
ore & scale." 

A. I know the figure you refer to, sir. 

Q. That is true also of all the figures in that column, is 
it not? 
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A. It is. 

Q. It is true of the figure 2.50 appearing under "Coke"? 

A. It is. 

Q. It is true of all the figures on Exhibit 186, is it not? 

A. Naturally, any statement covering as wide a range of 
variation as that, at different places, could not have been 
compiled by one man; that is, the original data, I should say, 
from which it was compiled. 

Me. Colton : In addition to the objection previously made, 
I object on the ground that the exhibit is secondary and that 
the witness is incompetent to testify in regard to the same, 
as to its correctness. 

REDIRECT EXAMINATION 

By Mb. Reed: 

Q. Were the same methods of accounting used in regard 
to the Carnegie Steel Company as were used in regard to 
the Federal Steel Company, the Steel & Wire, the National 
Tube Company, and the other subsidiaries mentioned on that 
cost sheet Exhibit 186? 

A. Yes. 

Me. Reed: That is all, Mr. Filbert. 

RECROSS EXAMINATION 

By Mr. Colton : 

Q. When did you become comptroller, Mr. Filbert! 

A. In June, 1902. 

Q. AVhat did you have to do, if anything, with making up 
Defendants' Exhibit No. 186? 

A. At the time that was made up I was assistant comp- 
troller, and by reason of occupying that position had general 
supervision over the detailed work in the oflBce, compiling 
from the original records and returns of the subsidiary com- 
panies the information contained in that statement. 

Q. Did you make up Defendants' Exhibit No. 186? 

A. At this late date I could not say positively that I did 
any work myself on that, or not. I may have. At that time 
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I did a great deal of work, detailed work in the compilation 
of statements of this kind; but whether I worked on this 
particular one I cannot answer. I was, however, familiar 
with and in close touch with the compilation which was made 
of these statements at that time. 



Mb. Lindabuby : Before another witness is called I desire 
to offer in evidence a statement prepared for and signed by 
Judge Gary, pursuant to the stipulation contained at page 
4916 of Volume XII of the record. 

Mb. Dickinson : So much of this statement is excepted to 
as undertakes to give approximately the number of beneficial 
owners whose stock is held by banks and brokers, chiefly 
foreign, on the ground that the statement is not taken from 
the records of the company and is not verified by any data, 
but is only hearsay. 

(The statement referred to was thereupon marked "De- 
fendants' Exhibit No. 191, February 10, 1914," and will be 
found in the volume of Defendants' Exhibits.) 



ALBEET P. HAINES 

was called as a witness on behalf of the defendants, and be- 
ing first duly sworn, testified as follows: 

DIEECT EXAMINATION 

By Me. Eeed: 

Q. Where do you live? 

A. 165 Hansbury street, Germantown, Philadelphia. 

Q. What is your occupation? 

A. Buyer for the Link Belt Company. 

Q. How long have you been its buyer? 

A. Since 1902. 

Q. Has it a factory at Philadelphia? 

A. It has. 

Q. Do you buy all of the steel materials that are used in 
that factory? 
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A. I do. 

Q. Do you buy any shapes, Mr. Haines? 

A. Yes. 

Q. Any plates? 

A. Yes. 

Q. Any bars? 

A. Yes. 

Q. Any sheets? 

A. Yes. 

Q. About what tonnage of shapes do you buy annually? 

A. Well, that I could better tell if you will let me have a 
paper that I handed you this morning. I would say, though, 
offhand, anywhere from 2,000 to 5,000 tons. 

(Here the paper referred to was marked "Defendants' 
Exhibit No. 192.") 

By Me. Eeed: 

Q. I am asking about shapes alone. I now show you De- 
fendants ' Exhibit 192, and ask you what that is. 

Me. DicKnTSON: Has that been offered in? 

Mb. Eeed: No; this is its first appearance in the case. 

The Witness: This is a complete record of the tonnage 
of steel, in plates, sheets, shapes, bars and shafting, which 
has been purchased by the Link Belt Company of Philadelphia 
for the years 1908, 1909, 1910, 1911, 1912 and 1913. 

By Mb. Eeed: 

Q. Who made that memorandum? 

A. I did, personally. 

Q. Who made the computations that appear on it, did the 
additions and estimated the percentages? 

A. I did. 

Q. From what source did you get the facts which you have 
shown on that memorandum? 

A. From records taken direct from the bills. 

Q. Who had made those records? 

A. Ninety per cent, of them, I had, personally. 

Q. Who had made the remaining 10 per cent.? 

A. Men in my office. 
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Q. Employed under you? 

A. Under my supervision. 

Q. Were those entries that they made in the regular course 
of business? 

A. The regular course of business. 

Q. In whose custody have those records been since they 
were made? 

A. In the purchasing department, under my own super- 
vision. 

Q. You are in charge of the purchasing department? 

A. Yes. 

Q. When did you make this memorandum, Exhibit 192? 

A. This particular memorandum (referring to Exhibit 
192) was made yesterday. 

Q. It was typewritten from originals that you had? 

A. From the original sheet which I had made up previ- 
ously. 

Q. And did you check up the typewritten copy? 

A. I have checked it. 

Q. And it is correct? < 

A. It is correct. 

Q. Do you buy on a competitive basis, Mr. Haines ? 

A. Absolutely so. 

Q. Has that been your practice right along? 

A. Ever since I have been buyer. 

Q. Do you ask quotations from the different competitors 
before placing an order or awarding a contract? 

A. If there is sufficient tonnage, yes. 

Q. What would you consider sufficient tonnage in sheets, 
for instance ? 

A. A carload. 

Q'. A carload of any steel product? 

A. Of any steel product. 

Q. Are most of your purchases made in carload lots or less 
than carload lots? 

A. Most of it is made in carload lots ; occasionally we have 
to have something that we must pick up quickly, and time is 
more valuable than any money we could save in competition. 

r> Mnat nf vrmr Hnvino- is done in lar,o"fi In+.H is i+? 
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A. In large lots. 

Q. During the past ten years have you found the quota- 
tions that you have received in that way would vary, or were 
they all alike? 

A. Well, I think the average buyer who has sufficient ton- 
nage to place can, as a rule, shade quotations ; at least I have 
always found it so. 

Q. I am asking what your individual experience has been? 

A. I have always found it so. 

Q. Do quotations vary? 

A. Oh, yes, frequently. 

Q. Has there or has there not been an active competition 
for your business ? 

A. There has. 

Q. How long has that been so ? 

A. I think it has always been so, so far as my memory 
serves me or my experience goes. 

Mr. Eeed : We offer in evidence Exhibit 192. 

(The paper referred to was thereupon marked "Defend- 
ants' Exhibit (Haines) No. 192, February 10, 1914" and will 
be found in the volmne of Defendants' Exhibits.) 

CEOSS EXAMINATION 

By Mk. Dickinson: 

Q. Do you recall, Mr. Haines, from memory, from what 
concerns your company in 1913 bought plates ? 

A. Yes, I do. The Lukens Iron & Steel, Worth Brothers, 
Central Iron & Steel, Carnegie Steel Company and, I think, 
Jones & Laughlin. 

Q. How many purchases of plates did you make in 1913? 

A. I could not tell you that, the number of the purchases. 

Q. Do you know how much of that was bought in carload 
lots, and how much in other than carload lots? 

A. I would say that 90 per cent, of it was bought in carload 
lots. 

Q. Do you know the tonnage in plates that you bought in 
1913? 

A. No ; my memory would not give me that. 
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Q. Of those purchases made in carload lots have you any 
idea how many there were? 

A. How many carloads? 

Q. No ; how many purchases there were ? 

A. No ; I could not tell you that. It would be impossible 
for me to do that without going into the records. 

Q. You stated, I believe, that a person with a well-known 
tonnage could usually get something under the price? 

A. Competitive prices ; yes, sir. 

Q. What price did you mean? 

A. Well, competitive prices. If you go to one steel con- 
cern they will ask you one price, and oftentimes hold you 
to it; but there are a number of times when you will 
say: "Well, I have two carloads of steel to buy," or "I have 
ten carloads of steel to buy; sharpen your pencil," or "Let 
me have a price on it; we don't have to have it immediately; 
we are not in a hurry for it." 

Q. That was your custom, was it, in all your purchases? 

A. No ; not particularly so. Sometimes we are covered by 
contracts for part of our tonnages, which covers from time to 
time. We have to do that. 

Q. But when you did make a drive in that way, after a 
bargain, you say that on account of your tonnage you could 
frequently get a better rate than had been first made to you? 

A. You have to take that in connection with the service. 

Q. Tonnage in connection with the service ? 

A. Yes. 

Q. Do you recall, in respect of any of these purchases of 
plates for 1913, in carload lots, that all of these people from 
whom you purchased in 1913 always bid on every carload con- 
tract, or did some bid at one time and some at another? How 
was that? 

A. No ; in 1913 I think the majority of it was covered by 
contracts for different periods. 

Q. In 1913? 

A. Yes. 

Q. When were those contracts made; how many of them 
were there and with whom were they made? 



11722 ALBBKT P. HAINES. 

A. There was a contract made with Jones & Langhlin; 
there was one made with the Cambria Steel Company and I 
am not sure, but I think there was one with Worth Brothers. 
I think the early part of 1913 there was one with the Lukens 
Iron & Steel Company. 

Q. As I understood you, those contracts covered the bulk 
of your purchases in plates for 1913 ? 

A. Yes. 
, Q. Were those contracts made all at one time or at dif- 
ferent times ? 

A. At different times. 

Q. Some of them ran contemporaneously, did they I 

A. Yes ; generally for quarters ; yes, sir. 

Q. Do you know what tonnage was covered in your con- 
tract with Jones & Laughlin? 

A. That contract included not only plates, but shapes and 
bars as well. I don't remember, but I think it was five or six 
hundred tons for one of the halves. 

Q. Now, do you know when that contract was made ? 

A. No, I do not; I do not recall. 

Q. Now, when you made that particular contract, do you 
know whether you took bids separately upon the amount of 
plates, shapes and bars that were included in this general pur- 
chase, or whether you took bids for the whole subject matter 
of that contract; that is, whether the bids covered ' plates, 
shapes and bars? 

A. Generally a contract that we have made has covered all 
three, plates, shapes and bars. 

Q. On that particular contract, do you know who bid, now; 
do you recall? 

A. No. I think you misunderstand me. A contract such 
as we would make would be made for our stock requirements 
as well as for any orders that might come in. We do not, 
as a rule, secure orders that are sufficiently large to specify 
500 or 600 tons on any particular order, so that it is necessary 
for us to place orders for our requirements, such as we think 
we will require. 

Q. That is, you make a contract for a maximum amount 
and you specify against that contract? 
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A. Against that contract for any orders that might come 
in. 

Q. Have you finished? 

A. I am through. 

Q. What I want to get at is : In this particular contract 
that you made with Jones &, Laughlin for plates, shapes and 
bars, which had an amount that you could specify against, do 
you know, when you were negotiating for that purchase, who 
made bids on that particular purchase? 

A. No ; I do not think there was anyone ; I think I negoti- 
ated alone with Jones & Laughlin in connection with that case. 

Q. You were satisfied with your judgment in the case, and 
rested on your judgment? 

A. Yes. 

Q. Without any bids? 

A. In that particular case. 

Q. And you took no competitive bids on that? 

A. No. 

Q. You said you had a contract with Worth? 

A. I think I had one with Worth, but I am not positive. 

Q. Do you know how that was made? Was it made in the 
same way as Jones & Laughlin, or differently ? 

A. If I remember right, that was made on a competitive 
basis. I applied over the phone to several companies, and 
afterwards placed that particular contract with Worth Broth- 
ers at a much better price than I could get anywhere else. 

Q. Do you know, now, who actually bid on that, and what 
the bids were? 

A. Yes ; I think Carnegie gave us a price on that. I think 
the Lukens Iron & Steel Company bid on it, and I think Cam- 
bria bid on it. 

Q. What was the amount of that purchase? 

A. I am not sure, but I think it was not a purchase ; it was 
a contract that we made, against which we specified, and I 
think it ran something like 250 tons — 250 to 300 tona. 

Q. And you think that Cambria, Carnegie, Lukens and 
Worth bid on that? 

A. Yes. 
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Q. Do you recall that they bid, or is that just an impres- 
sion? 

A. Yes, I do ; they all came in on that 

Q. Now, what did the Carnegie bid on that, do you know, 
and when was that? 

A. I am not sure, but I think the price at that time was 
$1.20 Pittsburgh. 

Q'. You mean Carnegie's price? 

A. Yes. 

Q. You are not sure of that? 

A. Yes, I feel sure of that. 

Q. What did Lukens bid? 

A. The same price. 

Q. What did Cambria bid? 

A. The same price. 

Q. Three or four, then, bid the same price ? 

A. Yes, I think so. 

Q. Did you get a lower price from Worth? 

A. I got a lower price from Worth. 

Q. Do you remember what Worth's first bid was? 

A. $1.15. 

Q. That was his first bid? 

A. Yes. 

Q. So that you took the lowest bid, then? 

A. Surely. 

Q. You had a contract with Lukens; how much did that 
cover? 

Mk. Eeed: Judge, don't you want an answer to your ques- 
tion as to what time in 1913 that was? He didn't answer that. 

(The question referred to was repeated by the steno- 
grapher as follows:) 

"Q. Now, what did Carnegie bid on that, do you know, and 
when was that?" 

By Me. Dickinson: 

Q. When was that contract made? 

Me. Lindabury: The Worth contract? 

Me. Dickinson : Yes. 

The Witness: I don't remember. 
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By Me. Dickinson : 

Q. Take the contract with Lukens ; when was that? 

A. I could not tell you that positively. 

Q. What was the tonnage covered by that? 

A. Nor can I tell you that. 

Q. Was that contract made in the way that the one with 
Worth was made, or the one with Jones & Laughlin? 

A. On the same principle. All contracts were made on 
the same basis. We try to get the best price ; it is generally 
either a call or a phone call, to find out just where the steel 
men stand relative to price. 

Q. Now, do you remember what the prices were on that 
Lukens contract? 

A. No, I do not. 

Q. Don't you remember how many bid, and who they 
were? 

A. No, I do not. 

Q. Take shapes, in 1913? 

A. Yes. 

Q. Did you buy them by contract or in small lots? 

A. Both. 

Q. How many contracts did you have for large tonnage 
in shapes; that is to say, carload lots or more? 

A. In 1913 there was one particular contract, and there 
was also some shapes and bars bought from Jones & Laugh- 
lin, and I think a small quantity from Cambria, and some 
from the Phoenix Iron Company. 

Q. Take this particular contract that you spoke of; when 
was that made? 

A. The exact date I could not tell you, but I think there 
was one made about the first of the year 1913, and I think 
there was another one dated about the first of July, 1913. 

Q. Do you refer to both of those as particular contracts? 

A. Yes. 

Q. With whom were those contracts made? 

A. The Carnegie Steel Company. 

Q. Did they cover the bulk of your requirements in shapes? 

A. It covered a good part of it, yes. 

Q. It covered a majority of it? 
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A. A majority of it. 

Q. Did it cover as mucli as 60 per cent, of it? 

A. Yes, I think it did. 

Q. What percentage do you think it did cover? 

A. In 1913 it was in shapes alone; I imagine it ran a 
little more than 60 per cent., but I am not sure of that. 

Q. You think there were two contracts, one made about 
the first of the year, and one in July. Take the one about the 
first of the year; was that arranged by telephone, as were 
these others, or did you send out? 

A. No, that was arranged by a call, I think. 

Q. A call by some representative of the Carnegie Steel 
Company? 

A. Some representative of the Carnegie Steel Corpora- 
tion. 

Q. Do you remember what date that call was made ? 

A. No, I do not. 

Q. Who was it that called? 

A. Mr. HaU. 

Q. Did he make you a price then? 

A. He did. 

Q. Did you accept it then? 

A. I did. 

Q. Eight then and there? 

A. Right then and there. 

Q. You took no other bids on that? 

A. No, because I knew there wasn't anything better in the 
market. 

Q. And you just risked your general judgment on the 
market and accepted the bid he made? 

A. Yes. 

Q. Now come to the contract of July 1st: With whom did 
you make that? 

A. This particular one with the Carnegie Steel Company; 
I think Mr. Hall arranged that. I am not sure, but I think 
he did. 

Q. In the same way? 

A. In the same way. 
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Q. Take bars: in 1913 did you have any contracts for bars? 

A. Yes, I think I had three or four. 

Q. With whom were they? 

A. There was one with the Cambria Steel Company, an- 
other with the Carnegie Steel Company, and I am not sure, 
but I think there were some bars included in the contract 
with the Jones & Laughlin Company. 

Q. That is the contract you have eilready referred to ? 

A. Yes. 

These shapes and bars were included in the same contracts 
of which you have just been talking. 

Q. They were? 

A. Yes, sir. There were no separate contracts for shapes 
or plates. They were all included in a blanket contract. 

Q. Take those contracts you have just aUuded to as hav- 
ing been made in 1913 with the Carnegie Company for shapes ; 
they also included bars ? 

A. They also included bars; yes, sir. 

Q. And of course the negotiations covered bars in the 
same way that it did plates ? 

A. In the same way. I might add that when this contract 
was made 

Q. (Interposing) When these contracts were made, you 
mean? There were two of them? 

A. Yes ; when these contracts were made there were much 
higher prices in the market than the price at which I placed 
those contracts. That was the reason for placing the con- 
tracts without any further question. 

Q. I have no doubt you made a good trade. I do not ques- 
tion that. 

A. I tried to. 

Q. Coming back, now, a little further, to 1902 : Could you 
state from whom you purchased bars, plates and shapes in 
1902? 

A. I will say that in 1902 the majority of the shapes and 
bars that we bought were bought through the Cambria Steel 
Company and Phoenix Iron Company; the plates from the 
Lukens Iron & Steel Company, the majority of them. 
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Q. Did you make those contracts with them very much 
like you made these contracts? 

A. Very much in the same way. 

Q. Very much like you made the contracts with the Car- 
negie Company, in July? 

A. Yes. 

Q. In 1903 were your contracts made for your large pur- 
chases in the same way? 

A. About in the same way. 

Q. Would that apply to all the years you have covered? 

A. All of the years; every contract that has ever been 
made has been made on a competitive basis, if there was any 
competition. 

Q. You say on a competitive basis ; but I ask you if they 
were all made in the way you described those contracts that 
you made with Carnegie in 1913 — the one about the first of 
the year, and the other in July? 

A. No. I think that the two that you have alluded to were 
particular contracts and were made because of another rea- 
son. 

Q. Let us come, then, to 1902: Do you now know who 
made competitive bids and what the bids were? 

A. Yes ; I think that in plates the Carnegie Company was 
approached. 

Q. Who else? 

A. And Worth Brothers were probably approached, and 
Lukens Iron & Steel Company. 

Q. Do you know now, at this date, whether the three of 
those bid on plates in 1902? 

A. Oh, yes ; I think they would have done so. 

Q. Is that all you can say? 

A. I cannot recall that perfectly; but in all the buying that 
I have ever done it has been my aim to find out the best there 
was in the market ; and I think that at all times there has been 
competition. 

Q. I am just asking you whether you remember the par- 
ticular concerns that in 1902 bid on plates. 

A. I do not. I could not recall perfectly, but I would say 
that Worth Brothers, Lukens and Carnegie did. 
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Q. There were other makers of plates, were there not? 

A. Yes ; there were other makers of plates. 

Q. Do you know that some of the others did not hid that 
year? 

A. I do not know that they did not. 

Q. In 1903 do yon recall who bid? 

A. I think the same condition would apply to 1903. 

Q. What condition do you mean? 

A. That I could not tell you exactly who did bid on the 
plates. 

Q. Do you know what the bids were ? 

A. No ; I could not tell you at this time. 

Q. Have you any recollection as of that time, how many 
of those bids were alike and how many were unlike? 

A. No, I could not tell you. 

Q. Could you for any of these years back of 1913, in re- 
gard to bids on shapes, bars or plates, give that information? 

A. Yes; I think that as far back as 1906 all of the steel 
that was bought has been bought on price, and that the dif- 
ferent steel companies who were east of Pittsburgh have 
been approached generally for prices when we had sufficient 
tonnage to place. 

Q. I do not question that at all, that when you had ton- 
nage to place you informed yourself about the market; but 
what I am asking is whether you now have any recollection of 
the quotations that were made as of any of those years, by 
those whom you approached? 

A. No, sir ; I could not keep that in my miud. 

Q. And you do not know what relation those bore to each 
other, do you? 

A. No, I could not tell you. 

Q. Nor how many were alike at any time or how many 
were unlike? 

A. No, I could not tell you. 

Q. After you finished the transaction, that passed out of 
your mind, as a matter of no further interest? 

A. Naturally; with the exception of the record. If I was 
in my office I could probably tell you those things. 
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Q. I intended my question to apply to shapes, bars, plates 
and sheets too. 
. A. Yes. 

Q. You understood it that way? Or do you answer it the 
same way? 

A. I understood it that way. 

Q. And you answer it the same way? 

A. Yes. 

Mb. Dickinson : That is all. 

EEDIRECT EXAMINATION 

By Mb. Heed: 

Q. I notice that on the bottom of the second page of De- 
fendants' Exhibit 192 there are two lines showing percent- 
ages? 
, A. Yes. 

Q. What do the percentages in the upper line stand for? 

A. The percentages stand for the percentage of the total 
that was placed with the Carnegie Steel Company or the 
Steel Corporation, I should say. 

Q. That includes the American Sheet & Tin Plate Com- 
pany? 

A. The American Sheet & Tin Plate Company, the Ameri- 
can Bridge Company and the Carnegie Steel Company. 

Q. Then, for illustration, the percentage in 1908 that the 
Steel Corporation bore to the whole was 25 per cent.? 

A. 25 per cent. 
. Q. And in 1909 42 per cent., and in 1910 32, and so on? 

A. That is right. 

Q. Then what does the bottom line of percentages stand 
for? 

A. The second item shows the percentage of the total that 
was placed with the Carnegie Steel Company and the Ameri- 
can Sheet & Tin Plate Company and the American Bridge 
Company when you eliminate shafting, as none of the shafting 
was placed with the Carnegie Steel Company. 

Q. You did not buy any shafting from the Steel Cor- 
poration? 
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A. Not any. 

Q. And the lowest line of percentages is the result of ex- 
cluding shafting from the computation altogether? 

A. That is it. 

Q. And shows the Steel Corporation's percentage of the 
residue? 

A. That is right. 

EECEOSS EXAMINATION 

By Mr. Colton: 

Q. What does this 58 per cent, show, in 1913? 

A. That shows that this item, 3013 is 58 per cent, of the 
5,236 which is the total. 

Q. 58 per cent, from what companies? 

A. 58% was purchased from the Carnegie Steel Com- 
pany 

Q. Oh! 58 per cent, from the Corporation? 

A. Yes ; from the Carnegie Steel Company, the American 
Sheet & Tin Plate Company and the American Bridge Com- 
pany. 

Me. Colton: That is all. 
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was called as a witness on behalf of the defendants, and be- 
ing first duly sworn, testified as follows : 

DIRECT EXAMINATION 

By Me. Reed: 

Q. Where do you live, Mr. Plumb? 

A. Haverford, Pennsylvania. 

Q. Where is your place of business? 

A. Frankford, Philadelphia. 

Q. That is in the city of Philadelphia? 

A. It is within the city limits, yes, sir. 

Q. What is your occupation? 

A. Manufacturer of tools. 
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Q. What is the name of your company? 

A. Fayette E. Plumb, Incorporated. 

Q. That is a corporation, is it? 

A. Yes, sir. 

Q. You are president of it? 

A. Yes. 

Q. And have been since when? 

A. 1905. 

Q. Since 1905, when you became president of that com- 
pany, have you had charge of the steel purchases that it has 
made? 

A. Yes. 

Q. By the way, have you any other plant besides this one 
in Philadelphia? 

A. Yes, we have a plant in St. Louis, Missouri. 

Q. When was that built? 

A. In 1911, it started. 

Q. And you have charge of the purchases for the St. Louis 
plant, too? 

A. Yes ; all the contracts and arrangements for purchases 
are made at Philadelphia. 

Q. What kind of steel do you buy? 

A. Bars and so-called billets, square cornered billets. 

Q. Those are rolled on a bar mill, are they not — or do you 
know? 

A. They do not have a finishing rolling, I think. 

Q. But they are not what are ordinarily known as billets? 

A. No, they are somewhat iu between a bar and an ordi- 
nary billet. 

Q. About how many tons of steel bars and billets do you 
buy annually? 

A. From 3,000 to 4,000 tons. You are speaking of re- 
cently; of course every year it has been more. 

Q. It has grown steadily, has it? 

A. Yes. 

Q. In recent years have you been buying on a competitive 
basis or have you been limiting your purchases to one com- 
pany? 
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A. Is " in recent years ' ' considered a part of that question f 

Q. Yes. 

A. For the last two years the Carnegie and the Illinois 
Steel Company have had the bulk of our business. 

Q. Prior to that did you buy on a competitive basis ? 

A. Yes. We have been buying on a competitive basis, now, 
but we find it to our advantage to give our business to those 
two concerns. 

Q. Well, do you customarily ask quotations from the com- 
petitors of the Carnegie Steel Company at the present time? 

A. Well, we receive them. 

Q. You do not ask them, but you get them anyway? 

A. They are proffered to us, yes. 

Q. Let us go back to that period between 1905, when you 
became president, and the date when you began to give the 
bulk of your business to the Carnegie Steel Company and the 
Illinois Steel Company; did you buy on a competitive basis 
from 1905 to 1911? 

A. Yes. 

Q. Did you ask quotations from various competitors? 

A. Yes. The conditions were very much the same; the 
competitors were after our business instead of us going after 
them. 

Mr. LiNDABtJEY: It was a case of "quotations thrust upon 
them." 

By Mb. Reed: 

Q. Did you find that the quotations they made to you dur- 
ing that period varied, or were they all alike? 

A. They varied. 

Q. Was the competition for your business active or other- 
wise? 

A. Why, I should say yes, it was decidedly active. 

Q. During the period from 1905 up to 1911 what was the 
largest percentage of your steel that you got from the Steel 
Corporation in any year? 

A. Not over 25 per cent. 

Q. How low did the percentage run? 

A. Nothing. 
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Q. Were there some years in whicli you did not get any- 
thing from them? 

A. Yes. One year that I recall. 

Q. What year was that? 

A. I recall that it was one of the years they were shut 
out; I think it was about 1906, but I can not positively say 
what year that was. 

Q. Now, there seems to have been some change in your 
buying about 1911. T^U us what that was. 

A. Well, you mean why? 

Q. Why did you begin to give so large a part of your 
orders to the Steel Corporation in 1911? 

A. Why, because we had tried them out and we found that 
we got better service and better treatment from them than 
we did from any of the other companies from which we had 
been purchasing. Those are two broad terms. 

Q. How about price? 

A. The business was not given to them on the basis of 
price. 

Q. You were more interested in getting good service, were 
you? 

A. And in the quality of the steel. 

Q. Have their competitors solicited your business since 
you made this change in your buying policy? 

A. Yes. 

Q. What are the names of some of the competitors that 
have been after your business? 

A. Well, the Cambria Steel Company, and, spealdng of 
recent instances, the Cambria and Henry Disston & Sons, 
who roll steel which they buy from the Pennsylvania Steel 
Company, for us. 

Me. Dickinson : They are the saw people? 
The Witness : The saw people, yes. 

By Mr. Eeed: 

Q. They have their own bar mills, have they? 

A. Yes ; they sell a good deal of steel — -buy it and roll it. 

Q. And they get their billets from the Pennsylvania Steel 
Company, do they? 
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A. I do not know whether Henry Disston & Sons want me 
to answer that question or not. 

Q. I will not press it. 

A. I will say this, that the steel we huy from them we 
know comes from the Pennsylvania Steel Company, because 
we always know what we buy. 

Q. You say you built the St. Louis plant in 1910 or 1911, 
was it? 

A. I think it was opened January, 1911; it was buUt, I 
think, during the year 1910. 

Q. Did you buy any structural steel for that building? 

A. Yes. 

Q. In what form, fabricated and erected? 

A. Fabricated; I think we did the erecting ourselves. 

Q. You bought the fabricated material? 

A. Yes. I am not very much up on structural steel. 

Q. Did you take competitive bids at that time? 

A. Yes. 

Q. And did you invite the American Bridge Company to 
bid, among others? 

A. Yes. 

Mb. Dickinson : What time was that ? 

Mr. Reed: 1910 or 1911. 

Mr. Lindabuby : 1910 he says it was bought. 

By Mb. Reed: 

Q. Did the quotations you got from these different fab- 
ricators vary or were they all alike? 

A. They varied. Of course the business was let by con- 
tract, under our general contract. The way I happen to know 
about this particular structural steel is that a friend of mine 
was interested in a competitive company, and I rather wanted 
him to get the business, and he could not quote a low enough 
price, so he didn't get it. 

Q. Who did get the contract? 

A. The Joliet Steel Company, Joliet, Illinois. 

Q. How much did it involve ? 

A. It was a small contract, about 10,000 tons. 

Mb. Reed : You may cross examine. 
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CEOSS EXAMINATION 

By Me. Dickinson : 

Q. Do you manufaxiture tools'? 

A. Yes. 

Q. Does that require a special quality of steel or not! 

A. We buy according to a specification. That is, we 
specify what the make-up of the steel is to be. 

Q. State what those are, if you please. 

A. You mean the specifications? 

Mb. Eeed: You do not want the details of it? 

By Mr. Dickinson : 

Q. How is it in sulphur and phosphorus ! 

A. It is low in sulphur and phosphorus. 

Q. Is it lower than the ordinary steel that is quoted in the 
market? 

A. Yes ; it is one of our requirements that it should be be- 
low what we would get if we did not specify the limits of sul- 
phur and phosphorus. 

Q. State whether or not the steel that you buy is of such 
character as that upon which quotations are ordinarily made 
in the market. 

A. It is steel which is ordinarily furnished by a number 
of different mills, if that is what you mean. 

Q. No, I don't mean that, but there are market quota^ 
tions, are there not, upon steel of certain standard quality! 

A. Such as you read of in the publications? 

Q. Yes. Is it that kind or a different kind? 

A. This is a steel which is based on that price. 

Q. But there are specifications which increase the price, 
are there? 

A. Or increase the difficulty of getting a price, one way 
or the other. 

Q. Just state whether or not it is something different 
from the ordinary steel upon which the price is based, such 
ordinary steel as you see quotations on in the trade papers. 

A. That is a hard question. 

Q. What I mean to say is this : Is the kind of steel you 
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buy ordinarily quoted in the trade papers, for general sale in 
the trade? 

A. Now, that is a hard question. I ca,n not answer yes or 
no to that exactly. 

Q. Qualify it in whatever way you choose. I just want to 
get what the facts are ; I do not want you to answer yes or 
no. 

A. You say "Is it a steel which is the same as is quoted 
in the paper?" I do not know what the quotation in the 
paper actually means. I know, for instance, that if we do 
not specify any limits on our sulphur and phosphorus we 
would be likely to get steel that ran higher in sulphur and 
phosphorus, but on account of the desirability of our busi- 
ness, we are generally not compelled to pay any more for 
steel within our limits. Is that what you are getting at? 

Q. No more than what? 

A. No more than we would if we did not put a limit. 

Q. The limit, you mean, in your specifications as to phos- 
phorus or sulphur? 

A. Yes ; on the amount of phosphorus or sulphur. 

Q. I think perhaps that answers it. 

A. Could I add something to that statement? 

Q. Yes ; add all you want. 

A. That is somewhat a question of bargaining. In buy- 
ing our steel we are very apt to try to drive those limits down 
as low as we can, with a mill that we are trying to get steel 
from. 

Q. It has been pretty generally known, has it not, for two 
years, that you buy your requirements mainly from the 
United States Steel Corporation? 

A. You mean by competitors of theirs? 

Q. Yes. 

A. We do not discuss it at all. We never let anybody 
know from whom we are buying, if we can avoid it. 

Q. Don't those people who are keen in the business know 
generally from what makers a man like you gets his steel? 

A. They may have found it out, but they do not find it 
out from us. 

Q. I understand, but isn't that generally known? 
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A. We have no way of answering that question at all. I 
do not know. I do not believe it is, but I do not know. 

Q. Is the steel that you get branded! 

A. No. 

Q. Not at all? 

A. No. 

Q. Is it shipped from the works of these people? 

A. Yes. 

Q. It comes to you direct? 

A. It comes to us direct. 
- Q. From those works ? 

A. Yes. 

Q. Did you make a contract for 1913 ? 

A. Yes; we made it in, 1912, the latter part of 1912. 

Q. For your requirements in 1913? 

A. Yes ; it was made for a period, and as business fell off, 
and we did not take the quantity we expected, they extended 
the period for us. 

Q. When you made that contract for 1912, as I understand 
you, you did not solicit any quotations at all? 

A. No. 

Q. Did anybody else know, except the Carnegie people, 
when you were going to make that contract? 

A. No. 

Q. And did you have any bids exactly at the time and upon 
that quantity? 

A. No. 

Q. Or quality, from anybody else except the Carnegie 
Company? 

A. No. Can I add to that answer? 

Me. Eeed : Explain it if you wish. 

By Me. Dickinson: 

Q. Yes. 

A. It is not our custom to say "we are going to buy a 
certain amount of steel, and now we want bids on it" When 
we had lined up with the Carnegie, we thought they were giv- 
ing us good steel, and we wanted to take all of our steel from 
them, and when one contract ran out, we simply took it up 
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with them — "Now, what are you going to do for us for tbe 
next six months?" 

Q. And you didn't take it up with anybody else? 

A. No. 

Q. And is that so with respect to the contract made for 
the year 1912? 

A. Yes. 

Q. That was made, I suppose, the latter part of 1911? 

A. Yes. 

Q. Now, in 1905, what tonnage of steel did you buy? 

A. I can not answer that question. It was considerably 
less than it is now. 

Q. From whom did you buy? 

A. I think the bulk of it came from the Cambria and from 
Disston. 

Q. Do you know anything about the respective tonnages 
you got from each, approximately? 

A. No. I think we got more; you may say perhaps 60 per 
cent, from the Cambria and 40 per cent, from Disston; I do 
not know. Now, you see, that excludes the Steel Corpora- 
tion. I do not remember, for that particular year, whether 
we bought anything from them or not. My recollection is — 
I am speaking generally — that previous to when we gave the 
bulk of our steel to the Steel Corporation, we bought most of 
it from the Cambria and from Disston, and so any general 
questions you ask me I will have to answer in that way. 

Q. Well, go on, then, with 1905. Did you have written 

A. With Cambria and Disston? 

A. Yes. 

Q. Were those contracts running at the same time? 

A. With Cambria & Disston? 

Q. Yes. 

A. Yes. 

Q. Were they made at the same time, or do you remember 
when they were made ? 

A. I do not think they were. 

Q. Now, when was the one with Cambria made, or if there 
was more than one when were the several ones made for 
1905? 
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A. I cannot say. We might have made two or three dur- 
ing the years. We made contracts sometimes for three 
months, sometimes for six months and sometimes for a year, 
according to market conditions. 

Q. Do you know the times of the year in which you made 
those Cambria contracts? 

A. No ; those contracts may come at any time in any year. 

Q. Do you know that anybody else bid on those require- 
ments, and if so, who? 

A. Just at the date that we made any contract? 

Q. I mean when you were seeking to place those require- 
ments, do you know whether you got any bids from anybody 
except the Cambria for what was included in those Cambria 
contracts ? 

A. I think at that time we placed the business with the 
Cambria pretty much the way we are now placing it with the 
Steel Corporation; that is, we figured that they were our 
source of supply. 

Q. And so you took no competitive bids on them? 

A. No, we certainly did not take a competitive bid for a 
specific tonnage to be taken at a specific time. 

Q. Well, did the competitors of the Cambria know when 
those contracts ran out? 

A. No. 

Q. You just renewed them with the Cambria according to 
your own judgment as to what was the fair and right tMi^ 
to do? 

A. And as the result of investigations we were making 
constantly from time to time of competitive steel makers and 
the competitive abilities of other makers to take care of us, 
in a general way. 

Q. That is to say, you informed yourself the best way you 
could as to market prices and then when those contracts ran 
out with the Cambria you banked on your own judgment and 
renewed them? 

A. Yes. 

Q. Did you do the same way with Disston? 

A. Yes. 
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Q. How long did those contracts run with the Cambria, 
how many years? 

A. Their business went up and down with us, to a certain 
extent, but it was before I came into the business. 

Q. But I am speaking from 1905 on. 

A. Oh! How long did each contract rim? 

Q. No. How long did you continue to buy the bulk of your 
requirements from Cambria? 

A. I should say from 1905 to 1910. 

Q. Were all of those contracts continued and made very 
much in the same way you have just described in reference 
to 1905? 

A. No ; not all of them. I recall one particular case where 
the Bethlehem Steel Company got the bulk of the business 
away from Cambria. 

Q. "With the exception of that how was it? I mean, were 
all those that you made with Cambria made substantially in 
the same way you have described as to those which were 
made in 1905? 

A. You mean, without asking a competitive price on that 
specific lot? 

Q. Yes. 

A. Yes ; owing to the fact that we investigated conditions 
before we made the contract instead of postponing it to the 
date when we were going to make the contract. 

Q. I understand that all along you informed yourself as 
well as you could about conditions? 

A. Yes. 

Q. So as to make up your mind what would be right for 
you to pay? - 

A. Yes ; and what kind of steel we were going to get. 

Q. And how long did your dealings with Disston run — 
how many years? 

A. In that same period? 

Q. After 1905? 

A. The same length of time. 

Q. And were the contracts you made with Disston made 
in the same way you made them with Cambria? 
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A. Yes; they were made usually at a Hgher price than 
the price we paid Cambria. 

Q. I am not asking about the price, but I mean as to the 
way in which you reached your conclusion and determiQation 
to place your business. Was that done in the same way? 

A. Suppose I say what that way was? 

Q. All right. 

A. The representative of Disston would make several 
calls on us before our contract ran out, and we would haggle 
over the price that we were going to pay them for the steel, 
and they would lay stress upon the fact that they were right 
there and would ship us very promptly, and other matters of 
service, and would tell us about how little profit they made 
on the steel ; and finally we would arrive mutually at a figure 
which our knowledge of the conditions led us to believe was a 
fair price to pay for the steel, and then we would make the 
contract with them. 

Q. What proportion of your requirements have you got- 
ten from the United States Steel Corporation for the year 
1913? 

A. Practically all of it. 

Q. The same way for 1912? 

A. Yes. 

Q. Did that cover the requirements for the St. Louis plant 
also? 

A. Both plants — since we have started the St. Louis plant. 

Q-. When was that done? 

A. It was 1911, I think, that we began to buy steel for it. 

Mr. Lindabuby : It was built in 1910 ; started in 1911, he 
said a little while ago. 

Me. Eebd: It was built in 1910 and started in 1911. 

By Me. Dickinson : 

Q. What proportion of your tonnage was used in your St. 
Louis plant in 1912 and 1913 respectively? 

A. In 1912 and 1913, roughly speaking, one-third. 

Q. Do you know what tonnage you used in 1910 of your 
requirements in steel? 
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A. I should say it was about one-third less than we used 
— in 1910? Let me see. It depends on how business was. I 
think business was about the same. I imagine that outside 
of the additional tonnage of the St. Louis plant it was just 
about tlie same. 

Q. 1 do not know that that makes it veiy clear. Last year 
you used 3,000 to 4,000 tons? 

A. Yes. 

Q. That included the St. Louis plant? 

A. Yes; 1912. 

Q. In 1910, taking all those elements that you have re- 
served in your mind, what would you give the tonnage at for 
1910? 

A. 2,000. 

Me. DicKiNSotf : That is all. 

REDIRECT EXAMINATION 

By Me. Reed: 

Q. Mr. Plumb, how did you find out what market prices 
were before you went into this haggling that you speak of 
engaging in with the representatives of the Cambria Company 
and with the representatives of Disston's? 

A. We had several sources of infomaation. Of course, we 
read the trade papers to see what they had to say; we talked 
to our competitors, and people in kindred lines of business; 
and found out what they were buying their steel for, and we 
frequently had other steel companies coming to us during 
the life of the contract and wanting to know if they could 
not get our business when our contract ran out; and we 
sounded them to see what they would do, and made up our 
minds whether we wanted to do business with them or not. 

Q. You also testified that th-ere was one occasion when 
Bethlehem got the business away from Cambria for one year? 

A. Yes. i 

Q. How did they manage to do that? 

A. I think that was when Mr. Schwab was taking them 
over, and they came in and offered to quote us on billets— ^ 



11744 GEOHGB C. SMITH, 

which were those square-cornered billets that we had been 
getting from Cambria — at a considerably lower price than 
we had been able to get them from Cambria. 

Q. Do you remember about what year that was? 

A. I think it was 1906. It was right around there. 

Mb. Ebed : That is all. 
Mb. Dickinson : That is all. 

(Whereupon a recess was taken until 2 o'clock p. m.) 



AFTER RECESS 

GEORGE C. SMITH 

was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows : 

DIRECT EXAMINATION 

By Me. Reed: 

Q. Where do you live? 

A. 709 West 169th Street, New York City. 

Q. What is your occupation? 

A. My occupation at the present time is consulting econo- 
mist with the Alexander Hamilton Institute, in charge of their 
consulting service work. 

Q. How long have you been in that position? 

A. Since March, 1913. 

Q. Prior to that, what was your occupation? 

A. For a year prior to that I was an instructor in eco- 
nomics on the faculty of Cornell University. For about one 
college term prior to that I was instructor on the facultv 
of the University of Oklahoma on the same subject. Prior 
to that I was pursuing studies for two years as Andrew D. 
White Fellow in Cornell University, doing the major portion 
of my work under Dr. Jenks in industrial economics. One 
year in the University of Wisconsin as university scholar 
under Mr. Reinsch, Mr. Richard T. Ely and Mr. John R. Com- 
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tnons. I graduated from the University of Oklahoma in 1908, 
having majored in political science and minored in political 
economy. 

Q. Have you followed any particular branches of the 
science of economics, given any particular attention to any 
particular branches? 

A. For the last three years most of my work in economics 
has been of a practical nature, dealing with the economics 
of business. I have gone into the subject of industrial com- 
binations, commerce and transportation, business organiza- 
tion and management. 

Q. You spoke of having been assistant to Professor Jenks. 
In connection with what work was that? 

A. In connection with courses in Cornell University; I 
have assisted him in the course of industrial combinations 
and trusts ; I assisted him in a course in political iastitutions, 
and I assisted him in a course of business organization and 
management. 

Q. Have you had any experience in the preparation of 
charts intended to illustrate the movement of prices ? 

A. I have. In 1910, when Professor Jenks was engaged 
by the Massachusetts Legislative Commission on the cost of 
living, to make a study of the relation of trusts to the cost 
of living, I did all the statistical work back of that investiga- 
tion, as published in Appendix Gr in the report of that com- 
mission. 

In addition to that, I have assisted Professor Jenks in the 
preparation of certain statistical matter for articles which 
he was publishing from time to time. 

Q. Have you, at our request, prepared any charts in con- 
nection with this action? 

A. I have prepared both tables and charts, at your re- 
quest. 

Q. During what time have you been engaged in the pre- 
paration of tables and charts, at our request, for the purposes 
of this case ? 

A. I began this investigation on the 29th of July, 1912. I 
continued uninterruptedly until the beginning of Cornell Uni- 
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versity, and from the 1st of October until I resigned from Cor- 
nell University and came to New York, in February, 1913, I 
continued the investigation in part time only, in connection 
with my teaching work in Cornell University. 

Q. Let us take, first, the tables that you have prepared. 
Will you state on the record the various tables that you have 
prepared and have brought with you now, giving them num- 
bers as you go along through the list? 

A. I have prepared 20 tables: 

No. 1, showing the relative price of commodities in the 
United States. 

No, 2, showing the relative price of commodities in Eng-' 
land. 

No. 3, relative price of commodities in Germany. 

No. 4, production of gold and silver in the world, by an- 
nual averages. 

No. 5, price statistics of Bessemer pig iron. 

No. 6, price statistics of No. 2 foundry pig iron. 

No. 7, price statistics of Bessemer steel billets. 

No. 8, price statistics of steel rails. 

No. 9, price statistics of beams. 

No. 10, price statistics of tank plates. 

No. 11, price statistics of black sheets. 

No. 12, price statistics of steel bars. 

No. 13, price statistics of plain wire. 

No. 14, price statistics of wire nails. 

No. 15, average annual prices of iron and steel in the 
United States. 

No. 16, price statistics of heavy steel. 

No. 17, price statistics of light steel. 

No. 18, price statistics of iron and steel in the United 
States, grouping ten commodities. 

No. 19, price statistics of iron and steel in the United 
States, England and Germany, grouping seven iron and steel 
commodities. 

No. 20, average monthly prices of iron and steel in the 
United States. 

Q. Over what term of years do these tables extend? If 
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there are any exceptions to a general statement, please give 
us the general average first and then the exceptions. 

A. My price statistics tables cover the period of 1885 to 
January, 1914, not including January, 1914. 

My table showing the relative prices of commodities in 
the United States covers the period from 1840 through 1912. 

My table showing the relative prices of commodities in 
England shows the period from 1846 through 1911. 

My table showing the relative prices of commodities in 
Germany covers the period from 1850 to 1911. 

The table showing the annual average production of gold 
ajid silver in the world starts with the discovery of America, 
1492, and goes through 1911. 

My table showing the average annual prices of iron and 
steel in the United States covers the period from 1886 through 
1913. 

My table showing the price statistics of heavy steel cov- 
ers the period from 1885 through 1913. 

The table showing the price statistics on light steel covers 
the period from 1886 through 1913. 

The table showing the price statistics of iron and steel 
in the United States, ten commodities, covers the period from 
1886 through 1913. 

The table showing the price of iron and steel in the United 
States, England and Germany covers the period from 1885 
through 1913. 

The table showing the average monthly prices of iron 
and steel in the United States covers the period from Sep- 
tember, 1886, through 1913. 

Q. Mr. Smith, what are the sources of information which 
you have used in securing the American prices on iron and 
steel between January 1, 1895, and November 1, 1911? 

A. From January 1, 1895 through November, 1911, I used 
only the figures furnished in Government's exhibits by Dr. 
Walker. 

Q. Those are the tables which appear in Part I of Volume 
V of Government's exhibits in this action, are they? 

A. Yes. 
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Q. What sources of information have you used in extend- 
ing those tables from November, 1911, up to January 1, 
1914? 

A. From January 1, 1912, to January 1, 1914, I used the 
weekly quotations of the Iron Age, and from these weekly 
quotations compiled my monthly averages and my annual 
averages, with the exception of the prices of steel rails which, 
for the year 1912, I took from the report of the American 
Iron & Steel Association, and for the year 1913 from the 
weekly quotations of the Iron Age, no reports for the Ameri- 
can Iron & Steel Association for 1913 being available. 

Q. That is, you have taken the same sources of informa- 
tion as Dr. Walker took in the preparation of his charts? 

A. I used the same sources as Dr. Walker used in the 
preparation of his charts as nearly as possible. 

Q. In continuing the curves — back from 1895 to 1885 or 
1886 as the case might be in the different tables, what sources 
of information have you used in order to get the American 
iron and steel prices? 

A. I used the weekly quotations of the Iron Age on Bes- 
semer pig iron, No. 2 foundry, billets, beams, tank plates, 
black sheets and steel bars. 

I used the report of the American Iron & Steel Associa- 
tion for the average monthly quotations of wire nails. 

I used figures compiled at my request, in large part by the 
editor of the Iron Age, for plain wire. 

Q. Did you endeavor, so far as possible, to adopt the 
same sources of information as Dr. Walker had for his charts 
for the period after 1895? 

A. Absolutely. 

Q. And are your tables for the period before January 1, 
1895, as nearly as possible, made on the same basis as his? 

A. Yes, sir. 

Q. In your table showing wire nail prices for the years 
preceding 1897 did you adopt the adjusted base or did you 
take the absolute base that Dr. Walker had taken? 

A. I did not adopt the adjusted base as made bv Dr. 
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Walker. I used the same figures which he used — the quoted 
base — in making my averages. 

Q. Is that what he did? 

A. Yes. 

Q. In other words you took the same basis he did? 

A. I used the same figures he used in making my aver- 
ages. 

Q. Did not Dr. Walker use the readjusted base iu striking 
his average? 

A. Dr. Walker calculated the readjusted base, but did 
not use it. 

Q. What has been your source of information on general 
commodity prices in the United States? 

A. There are two sources available for commodity prices 
in the United States. For the period from 1840 to 1891 we 
have the so-called Aldrich report, Senate Eeport No. 1394, 
52nd Congress, Second Session, and on page 99, Table 29, 
you find the relative prices of commodities in the United 
States for the period from 1840 to 1891, gold prices. 

Q. Do you know of any source of information as to Ameri- 
can commodity prices prior to 1891 as good as or better than 
that? 

A. There are none so good or better of which I have any 
knowledge. 

Q. Have those Aldrich Commission tables been recognized 
and used by any department of the United States Govern- 
ment? 

A. They have been recognized and are frequently referred 
to by the Bureau of Labor in their bulletins dealing with 
wholesale prices. 

Q. Since 1891 what sources of information have you on 
general commodity prices in America? 

A. The bulletins of the Bureau of Labor of the United 
States Government. 

Q. And you have used those in making up this table ? 

A. I have used the commodity prices from the Aldrich 
report to 1891 and the Bureau of Labor prices from 1891 to 
date. 
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Q. Are the prices reported by the Aldrich Commission 

accepted by the Bureau of Labor as accurate? ' 

Mb. Dickinson : I object to that, unless the witness knows. 

By Mr. Eeed : 

Q. If you know. 

A. I do not know. I would like to add: the fibres for 
the Aldrich Report were prepared under the direction of Com- 
missioner Wright of the Bureau of Labor, and were com-< 
piled in very large part by Mr. Faulkner, of the Bureau of 
Labor. 

Q. Is there any other source than the reports of the Bureau 
of Labor for general American commodity prices since 1891? 

A. No. There are two or three commodity prices being 
made at the present time, but they do not go back sufficiently 
far. 

Q. Do you know of any authority on general commodity 
prices in this country as good as or better than these Bureau 
of Labor figures? 

A. I do not. 

Q. What is the source of your information, Mr. Smith, as 
to the German and English iron and steel prices between 1895 
and the close of 1911? 

A. I used, in preparing my tables of German and English 
iron and steel prices, only the figures introduced in evidence 
by Dr. Walker. 

Q. Appearing in this same Volume V, part 1, of Govern- 
ment Exhibits in this case? 

A. Yes. 

Q. In carrying your tables of prices down to date from 
1911, and in extending them back before 1895, what sources 
of information did you use ? 

A. I did not extend the German and English prices back- 
ward nor forward; I used Dr. Walker's figures only. 

Q. So that you added nothing to Dr. Walker's tables of 
prices of iron and steel in England and Germany? 

A. No, sir. 

Q. What was your source of information on German and 
English general commodity prices? 
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A, The English commodity prices are those of Augustus 
Sauerbeck. They are found in the Journal of the Royal 
statistical Society, appearing from year to year since 1886, 
I believe. Mr. Sauerbeck has made an investigation of cer- 
tain commodity prices in England, extending from 1846 
through 1911, so far as I have the figures. 

Q. Do you know of any other source of information as to 
general commodity prices in England as good as or better 
than the Sauerbeck? 

A. No, sir. 

Q. What is your source of information as to German gen- 
eral commodity prices? 

A. The German commodity prices from 1851 through 1887 
were taken again from this report 1394, part 1, 52nd Con- 
gress, second session, page 294, and table 70. Those figures 
were compiled by Dr. Soetbeer, German statistician. From 
1887 through 1911 I have used the figures compiled by Dr. 
Conrad, published in the Jahrbuoher fur National Okonomie 
und Statistik. 

Q. What is an index number? 

A. The relative price or index number is a statistical ex- 
pression of the average prices of a large number of com- 
modities expressed in a percentage relationship. Some period, 
either covering a single year's quotation or a number of 
years ' quotations, is selected as a base, and that base is called 
100. The individual quotations appearing in the series of 
articles are divided by the average quotation over a base to 
determine the percentage quotation of any particular period, 
and those percentages go to make up the index prices or rela- 
tive prices of commodities. They are calculated that way in- 
dividually, and then they are grouped, all of the commodities 
are grouped, and an average of the index or percentage price 
taken, and that average is used to express the relative price 
or index price of the commodities of the country. 

Q. So that the fluctuation in the index number gives the 
composite figure to represent general commodity prices at 
the particular time for which it stands? 



11752 GBOBGE C. SMITH. 

A. The figures represent the movement of prices for a 
large number of commodities. 

Q. Is that index number calculated by economists in Eng- 
land and in Germany and in this country? 

A. It is. 

Q. Is it published? 

A. Those index numbers are available. 

Q. Have you, ia preparing your table, showing general 
commodity prices, adopted a standard for the index numbers 
of the three countries so as to render them comparable one 
with another? 

A. I have adopted a standard. 

Q. What has that been? 

A. That standard has been the average index number for 
1895 to 1900, inclusive, which I have called, for all three 
countries, 100. 

Q. What was your reason for selecting that period of six 
years as the standard? 

A. It is most nearly equal to the period selected by Dr. 
Walker, from 1895 through March, 1901. 

Q. That is, you selected that because that was the standard 
he adopted in his tables and charts in Exhibits, Volume V, 
part 1? 

A. Yes ; because he uses it for certain comparisons. 

Q. Now, in the American statistics of general commodi- 
ties which are relatively expressed in this index number, how 
many commodities were considered by the Bureau of Labor 
in making up that index number? 

A. The Bureau of Labor at the present time is consider- 
ing 257 commodities. 

Q. How many commodities were taken into consideration 
by the economists who prepared the tables for the Aldrich 
Commission? 

A. From 1860 through 1891 there were 223 commodities. 
Prior to that time it was impossible for them to get certain 
quotations for certain commodities, but they were able to 
continue 90 of them back to 1840, when their first index figure 
was calculated. 
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Q. How many commodities are considered in the prepara- 
tion of the English index number? 

A. Mr. Sauerbeck uses 56 commodities, or 45 articles. 

Q. What is the difference between commodities and ar- 
ticles? 

A. He uses wheat, for instance, twice; there are a number 
of commodities which he uses more than once in order to get 
them properly accounted for in their effect upon price move- 
ment. 

Q. So as to get what is known as a weighted average? 

A. To get what is known as a weighted average? 

Q. In the preparation of the Grerman index number, how 
many commodities were considered? 

A. Soetbeer considered 114; Mr. Conrad, from 1887 
through 1904, considered 163, and, from 1904 to date, has 
been using 157 commodities. 

Q. Does the difference in the number of commodities used 
in the preparing of this index number render the resultant 
index numbers incomparable, or has it no material effect 
upon them? 

A. It has no material effect. 

Q. Are they still comparable, although different numbers 
of commodities are used? 

A. They are comparable as showing what they are pro- 
posed to show. 

Q. In these tables which include statistics on the prices of 
different iron and steel products, and in the tables which in- 
dicate prices on collected groups of iron and steel products, 
have you shown, in addition to the money quotations given 
by Dr. Walker, also the index numbers of the particular years 
in question for general commodities? 

A. I have. 

Q. Have you in these tables also expressed the relation 
between the quoted money price of iron and steel articles 
and the index number or general commodity price which is 
shown? 

A. I have. 

Q. And as the result of that, do your tables show the 
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fluctuating value of particular iron and steel commodities 
under consideration as expressed in terms of general com- 
modities, as well as in money? If my question is not capable 
of a yes or no answer, explain just what you have done. 

A. These tables contain figures to show the value of the 
iron and steel commodities in terms of other commodities. 

Q. And that is so on all of these tables? 

A. I have prepared such figures for all tables. 

Q. You also said something about a table showing the pro- 
duction of gold and silver. What is the source of informa- 
tion you have used in preparing that table? 

A. The annual reports of the Director of the Bureau of 
the Mint of the United States Grovernment. 

(Here 20 tables were marked, collectively, "Defendants' 
Exhibit No. 193.") 

By Mb. Eeed: 

Q. I show you 20 tables marked, collectively, "Defend- 
ants ' Exhibit No. 193, ' ' and I ask you if those are the tables 
which you have been describing. 

A. Those are the tables I have been describing. 

Q. "Who prepared those tables in the form in which they 
are now presented? 

A. I prepared all of the tables. 

Q. You did the writing yourself? 

A. There are a few in here which are not in my writing, 
but the calculations back of the tables I made, and I have 
since verified the copy work done by an assistant. 

Q. So that you, yourself, have verified each figure on each 
table as now presented? 

A. I have verified all of the figures, all of the tables. 

Q. What calculations have been necessary, who made the 
calculations, the results of which are shown on these tables! 

A. I made all the calculations. 

Q. Personally? 

A. Personally. 

Q. Where it was necessary to copy the figures shown in 
the statistics of one kind or another did you, yourself do 
that copying? 
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A. I either did the copying or checked it after the copy- 
ing was done. 

Q. Do these tables show correctly these results which you 
have described? 

A. They do. 

Me.. Eebd: We offer in evidence Exhibit 193, being the 
twenty tables described by the witness. 

Mr. Dickinson : We reserve our exceptions until later. 

(The tables referred to were thereupon marked collec- 
tively "Defendants' Exhibit (Smith) No. 193, February 10, 
1914," and will be found in the volume of Defendants' Ex- 
hibits.) 

Mr. Reed: I have here a number of charts which I will 
ask to have marked. 

(The charts referred to were thereupon marked "Defend- 
ants' Exhibits 194 to 212," both inclusive.) 

By Mr. Reed : 

Q. I show you Defendants ' Exhibit 194, and ask you what 
that is, Mr. Smith. 

A. That is a chart showing the relation of the prices of 
commodities in Germany, England and the United States, 
calculated on the basis of 1895 to 1900, equalling 100 for each 
country, with an additional series of curves showing the av- 
erage annual world's production of gold and the average an- 
nual world's production of silver, the chart extending from 
1840 to 1912. 

Q. This exhibit 194 is based entirely on certain of the 
tables which you have already described and which have been 
offered in evidence as Defendants' Exhibit 193? 

A. Yes. 

Q. And the table on which this and each of the succeed- 
ing charts is based, — or the tables, if there are more than one 
— will be indicated immediately under the legend on each 
chart? 

A. Yes, sir. 

Q. Who prepared this exhibit 194 and the other exhibits 
from 195 to 212, both inclusive? 

A. I prepared these exhibits. 
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Q. Just what share did you have in the preparation of 
these charts? 

A. I made the statistical compilations necessary; I scaled 
the charts and made the locations with lead pencil, connected 
the points of location in continuous lines in lead pencil, sub- 
mitted them to a draftsman for the final finishing work, and 
after they were returned from the draftsman properly inked 
I rechecked them. 

Q. To catch any drafting mistakes? 

A. To catch any drafting mistakes. 

Q. So that you have done everything in the preparatioa 
of these charts except the actual drawing of the ink lines? 

A. Except the actual drawing of the ink lines. 

Q. And you have verified that? 

A. Yes, sir. 

Q. And are these charts, Defendants' Exhibits 194 to 212, 
both inclusive, correct? 

A. They are. 

Q. And do they show any facts or are they based on any 
facts which do not appear in these tables which collectively 
are marked "Defendants' Exhibit 193"? 
- A. They do not show any such facts, nor are they based on 
any facts that are not shown on the tables. 

Q. So that these charts, exhibits 194 to 212, both inclusive, 
are simply a graphic representation of what appears on the 
tables which are in evidence as Exhibit 193? 

A. They are. 

Q. Does this chart showing gold and silver production 
go back before 1840? 

A. The tables contain in that particular some information 
which is not contained on the chart. The table runs back to 
1492. 

Q. But you stopped your chart at 1840? 
A. Yes; the chart stops at 1840. 

Me. Reed: We offer in evidence Defendants' Exhibits 
194 to 212, both inclusive. 

Me. Dickinson: We reserve our exceptions to those. I 
shall have to have an opportunity to look over these tables 
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and charts. Otherwise it might make a very long cross ex- 
amination. 

(The charts referred to were thereupon marked collec- 
tively, "Defendants' Exhibit (Smith) No. 194, February 10, 
1914," to "Defendants' Exhibit (Smith) No. 212, February 
10, 1914," and will be found in the volume of Defendants' Ex- 
hibits.) 

]Mk. Lindabury: You would rather not cross examine at 
this time? 

Me. Dickinson : Yes. I desire an opportunity to look over 
these charts and tables. 

Mr. Eeed : Then, Mr. Smith, we will ask you to retire from 
the stand for the time beiug. 

You will examine him in the near future, Judge? 

Mr. Dickinson : Oh, yes. I could not do it this afternoon. 

Mr. Eeed: Tomorrow or Thursday? 

Mr. Dickinson : Tomorrow, I hope. 



JEREMIAH W. JENKS 

was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows: 

DIEECT EXAMINATION 

By Mr. Eeed: 

Q. Professor Jenks, where do you live? 

A. 36 Gramercy Park. 

Q. What is your occupation? 

A. I am Professor of Government in New York Uni- 
versity. 

Q. How long have you been connected with the New York 
University in that way? 

A. Since the 1st of July, 1912. 

Q. Prior to that, what was your occupation? 

A. I was professor of economics and politics of Cornell 
University for 21 years. 

Q. And prior to that? 
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A. Prior to that I was professor of economies and social 
science in the State University of Indiana for two years. Be- 
fore that I was professor of political science and English 
literature at Knox College for three years. Shall I go 
further? 

Q. Please. 

A. Prior to that I was a teacher of English in the Peoria 
High School for one year. 

Before that I was a special student of economics and his- 
tory in Germany for two years. 

Before that I had been a teacher in Mt. Morris College 
for two years, teaching enonomics and English and Latin and 
all sorts of things. 

Before that I had studied law and been admitted to the 
bar in the State of Michigan. 

Before that I taught one year; and then I was a student 
at the University of Michigan for four years. 

Q. Have you given any special attention to any particular 
branches of the science of economics? 

A. Since I took up the special study of economics in Ger- 
many I have been particularly interested in those branches of 
economics that have to do with public questions. 

After I began teaching in KJnox College I took up for 
special study and investigation particularly two questions: 
First the great industrial combinations that were beginning 
to form in 1886 and following. 

Q. This was in 1886, was it? 

A. It was in 1886 if I recall rightly, when I first began a 
special study along this line; and I have continued that special 
study in various capacities from that time on. 

A second subject that has interested me particularly and 
on which also I have had to make a number of special investi- 
gations, has been in connection with currency, monetary 
science and the relationship of the two has involved in a 
number of cases special investigations into prices of com- 
modities of various kinds. 

Q. What special investigation of the kind of which you 
have just spoken have you made? 
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A. As a matter of private study in 1886 and for two or 
three years following I had made a special study of the 
Michigan Salt Association and of what at that time was the 
whisky trust. 

Later still as a private student in developing some of that 
line of work, I had looked into the workings of the sugar 
combination and of the Standard Oil combination somewhat. 
In 1898 I was asked by the United States Industrial Commis- 
sion to take special charge of their investigation into indust- 
rial combinations and trusts, and I had the general chai'ge 
of that investigation until the close of the commission's work; 
that is, from 1898 until 1901, when I stopped. 

Q. "What was that industrial commission? 

A. It was a commission appointed by act of Congress to 
look into industrial combinations of various kinds in the 
United States and make recommendations to Congress for 
legislation. 

Q. How long did it spend in that work? 

A. It spent from July, 1898, when it was organized, until 
1901. It consisted of five members of the United States Sen- 
ate, five members of the United States House of Representa- 
tives, and nine members appointed by the,. President of the 
United States. 

Q. Did that commission publish a report? 

A. That commission published a report in nineteen vol- 
umes. 

Q. In what year, was that? 

A. The first volume was published in 1900. The others 
followed as rapidly as possible, perhaps until 1902. I am not 
quite certain as to the exact date of the last volume. Of this 
report I might say that the first volume and the thirteenth 
volume had to do particularly with this question of trusts and 
industrial combinations. The eighteenth volume had to do 
particularly with the industrial combinations in Europe, and 
with the legislation in regard to industrial combinations m 
Europe. The second volume also had to do with the laws in 
existence at that time m this country with reference .to trusts 
and industrial combinations. The nineteenth volume summa- 
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rized the results of the investigation and contained recom- 
mendations for legislation. 

Q. What was contained in all the other volumes? 

A. Eeports of the investigations on other lines of in- 
dustrial activity or subjects connected with industrial con- 
ditions in the United States, as for example transportation, 
agriculture and inunigration, and so on, a variety of ques- 
tions. 

Q. Was the evidence taken before this commission em- 
bodied in its report? 

A. The evidence was embodied in the report. 

Q. And published at the same time? 

A. Published at the same time. 

Q. Did you investigate any steel companies at all? 

A. A number of steel companies were investigated at that 
time; the American Tin Plate Company, the National Steel 
Company, the American Steel Hoop Company, the Federal 
Steel Company and the American Steel & Wire Company; 
also Jones & Laughlin, and the National Shear Company, I 
recall, and a number of the other smaller iron and steel com- 
panies. The United States Steel Corporation was organized 
shortly before the taking of testimony in connection with this 
investigation closed, and Mr. Schwab, I believe, was the one 
witness that appeared in connection with the United States 
Steel Corporation. 

Q. Did your investigation go into the reasons for the or- 
ganization of these different companies! 

A. It did. 

Q. What was your share in the activities of that commis- 
sion? 

A. I was put in general charge of this special investigation 
into industrial combinations, and took the lead in most cases 
in the examination of witnesses. Of course the members of 
the commission also took part in the examination of witnesses. 

Q. Now, I have rather interrupted you in your giving in 
sequence the different pieces of special work that you have 
done in your study of prices and of money and of industrial 
combinations. 
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A. Immediately after I had finished this work with the In- 
dustrial Commission I was asked by the War Department of 
the United States Government to visit the English and Dutch 
colonies in the Far East, in order to make a special investi- 
gation into their monetary systems and their tax systems, and 
their system of employing native police, in order to see if we 
might not from the experience of those English and Dutch 
colonies get some results that might be useful in organizing 
the governmental work in the Philippines. In connection with 
that investigation I visited India, Sumatra, Java, the Straits 
Settlements and other colonies, and the Philippines after- 
wards, and reported upon that question. 

In the following year, in 1903, I was asked by the Mexican 
Government to visit Mexico to consult with their specialists 
on money with reference to the reorganization of tbeir mone- 
tary system and placing that system on the gold basis. 

Immediately after that I was asked by the President to 
serve, and was appointed by the President to serve as a mem- 
ber of a commission — the name of it was the Commission on 
International Exchange-^to make a careful investigation as 
to the monetary system that would be of the greatest value to 
China. This was at the request of the Chinese Government. 

Q. You were asked by the President of the United States 1 

A. By the President of the United States; the Chinese 
Government had requested the American Government to help 
in rearranging and reforming its monetary system, and I was 
appointed as a member of the commission that visited Europe 
in the first place and afterwards in China. I think I spent 
nearly a year in China making that investigation. 

Then in the spring of 1907 I was appointed a member of 
the United States Immigration Commission, to make a special 
study there. In connection, however, with this subject of 
prices in 1910 I was asked by the Special Commission on the 
Cost of Living of the State of Massachusetts to make an in- 
vestigation for them into the causes of the increased cost of 
living so far as the industrial combinations might have any 
effect upon that question, and I made that investigation for 
them. 
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Q. How much time was occupied iu that Massachusetts 
investigation into the cost of living which was put into your 
charge, as you have told us ? 

A. I do not recall the exact time. That investigation was 
made largely from records already in existence and from in- 
formation that could be secured either from published ma- 
terial, or directly in some instances from the organizations 
concerned; it did not involve the calling of witnesses and 
occupied, if I recall rightly, a few weeks. 

Q. The report was published there? 

A. The report was mlade to the Massachusetts Commis- 
sion and was published by the Massachusetts Commission. 

Q. Who wrote that report? 

A. I wrote the report. 

Q. When you were speaking of the investigation that was 
made by the Industrial Commission from 1898 to 1901 you 
said that Mr. Schwab was a witness. I neglected to ask you 
what Mr. Schwab testified about in connection with the United 
States Steel Corporation. Was he examined as to its organ- 
ization and as to the circumstances which led up to its organi- 
zation? 

Mb. Dickinson: I object to that. The testimony of lsh\ 
Schwab was published and will show best what he was ex- 
amined about. 

Me. Eebd: Will you answer, please. 

The Witness : He was examined with reference to the or- 
ganization and as to the reasons for the organization, and as 
to the methods employed, matters of that kind. 

By Mb, Eeed : 

Q. Have you made a special study. Professor Jenks, of 
the movement of prices in this coimtry and abroad, in addi- 
tion to doing these particular investigations about which you 
have told us? 

A. I have. 

Q. Is it scientific to use only the money prices of commodi- 
ties in the study of a price movement? 
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A. It is not if one wishes to reach accurate and complete 
conclusions. 

Q. In the study of the movement of the price of steel, for 
example, is it scientifically accurate to consider the prices of 
steel products at different times as quoted in money, and to 
contrast prices at different times, as stated in money alone? 

A. A study limited ia that way would lead to incomplete 
and, in consequence, inaccurate conclusions. 

Q. Why is that? 

A. Because in every purchase and every sale there are 
two commodities to he considered, and either one may vary 
in its expression of value. In the case of commodities that 
are bought with money or sold for money there may be in- 
fluences that concern primarily the commodity in question 
which would tend to increase or lower its price, or there may 
be influences that would tend to change the relative value of 
money which was to pay for that article. Either influence of 
course would tend to change the value. 

Q'. What influences are there which tend to affect the value 
of money? 

A. The two chief causes that affect the value of money 
are of course the supply of money itself and the demand for 
the use of money. It is the case naturally, in any country 
such as all of the civilized countries at the present time, that a 
very considerable proportion of the business of the country 
is done on credit. In consequence the use of credit instru- 
ments of various kinds will tend also to affect the value of the 
basic money unit,— in this country and most European coun- 
tries, — gold. 

Q. Is the value of money affected by the production of 
gold and silver of the world? 

A. The value of money, the same as the value of all com- 
modities, is affected and affected very materially by the quan- 
tity of the money that comes into circulation in connection 
with business. 

Q. I observe by the chart Defendants' Exhibit 194, which 
is already in evidence, that the production of gold and silver 
has increased very much since about the year 1900. Has that, 
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in your opinion, had any influence on the rise in commodity 
prices shown on the same chart? 

A. There can be no question, and it is practically uni- 
versally conceded, that the very large increase in the output 
of gold since the early nineties has tended quite decidedly 
toward lessening the value of gold as compared with the value 
of commodities in general, and in consequence, it requiring 
more gold to purchase those commodities, those commodites 
as expressed in terms of gold would increase and have in- 
creased. 

Q. Has there been a general increase in commodity prices 
during the last fifteen years'? 

A. There has been in practically every civilized country 
of the world a decided increase in the general commodity 
prices since about 1897. 

Q. What better method is there of contrasting prices and 
of showing the trend of prices of particular commodities than 
this method of showing the money price alone? 

A. If one wishes to show the economic or the business 
effect of any series of sales, it can be shown better than by 
expressing those selling prices in terms of money, by showing 
the purchasing power of that commodity in terms of general 
commodities. 

Q. And can that be done by the use of these index num- 
bers of which we have been told? 

A. That can be done accurately by the use of index num- 
bers. 

Q. Is that a well recognized way of showing the trend of 
prices? 

A. The use of index numbers to show the general trend of 
prices is common in all of the civilized countries, I think, and 
is well recognized by economists. 

Q. If it were desired to observe the trend of prices before 
and after an event such as, for instance, the organization of 
the United States Steel Corporation, in your opinion, would 
the way which you have just described be a better way and a 
more scientific way of studying the question than the mere 
change in money price? 
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A. It would be a better and more scientific way. 

Q. Why? 

A. Because, as I have said before, gold, or the basic mone- 
tary commodity, whatever it may happen to be, is a single 
commodity that is subject, over considerable periods of time, 
to very great changes. The variation of any single com- 
modity is likely to be so great, whether that commodity be 
gold or any other single article — likely to be so great from 
year to year that we can not get any general true idea as to 
the effect of producing or selling that commodity upon the 
welfare of the producer. 

On the other hand, these general commodity prices are 
so prepared that they represent with a great degree of ac- 
curacy the general trend of comfort that would be expressed 
by the cost of living of individuals in the community. So 
that if we express the value of any single commodity in terms 
of general commodities, it gives us a substantially accurate 
representation as to the value of this single commodity that 
we have in mind in terms of business or in terms of the cost 
of living. 

Q. Professor Jenks, I now call your attention to Govern- 
ment Exhibit No. 249, Volume V, part 1, page 1656, which 
purports to show the simple average price of ten iron and 
steel commodities in the United States, and the average money 
price from January 1, 1895 to April 1, 1901, as contrasted 
with the average money price from April 1, 1901 to February, 
1909, and I ask you whether, in your opinion, that is a scien- 
tifically fair method of testing or of contrasting prices before 
and after the organization of the United States Steel Corpora- 
tion, which took place about April 1, 1901. 

A. In my judgment it is not. 

Q. Why not? And before you answer that question I call 
your attention to the note at the bottom of this exhibit to the 
effect that all prices are based on quotations in the Iron Age, 
except those for standard rails, which are taken from reports 
of the American Iron & Steel Association. 

A. There are a number of reasons why that seems to me 
incomplete and unscientific. In the first place, the quotations 
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in the Iron Age, or in the reports of the American Iron & 
Steel Association, do not represent actual buying and selling 
prices, biit simply the general trend of prices in these special 
commodities at that time, and more frequently, perhaps, the 
general asking price by some of the leading sellers. In the 
second, place, the selection of a short period of years to repre- 
sent an average price which shall be taken as a base is al- 
ways dangerous, is likely to be misleading, and very often 
does misrepresent actual conditions. 

Q'. But we must take some period as a standard. What 
can we do 1 

A. If any one selects any short period as a standard, it is 
certain to change the general basis of comparison. The con- 
sequence is, it is always wiser to take a whole course and see 
what the general trend is from time to time. But if we wish 
to make comparisons before and after, the fairest way is 
to take equal periods before and after, in order to see what 
the general conditions are. 

Moreover, in this special case that is represented on the 
chart before us, these years from the beginning of 1895 
through until 1901, are especially ill-fitted to represent the 
general relationship of prices after and before this period of 
1901. 

Q. Why is that so? 

A. Because these years, from the time of the formation of 
the United States Steel Corporation back until 1895, are those 
that represent, more than any other years that could have 
been selected perhaps, the lowest prices of steel ; and not 
merely that, but they represent the lowest prices of general 
commodities that could have been selected. Steel, and of 
course these various grades of steel, form part of the general 
commodities, and the same influences that are at work to af- 
fect commodities in general would, of course, be at work to 
affect the prices of these various kinds of steel. The conse- 
qence is, if we take these years that, in not merely the case 
of steel, but also in the case of general commodities, rep- 
resent the lowest average of prices that has ever been known 
in the history of this country, to contrast with a period fol- 
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lowing 1901, it is certain to give us an inaccurate picture of 
the general conditions. 

Q. Professor Jenks, have you been consulted in connec- 
tioii with the preparation of these charts by Mr. Smith — these 
exhibits 194 to 212, both inclusive? 

A. I have. I have been in general charge, and they were 
prepared under my general direction and supervision. 

Q. I call your attention to Defendants' Exhibit No. 212 
and ask you whether that illustrates in any way the point 
that you have just been making. 

A. It does illustrate it, and illustrates it, in my judgment, 
with accuracy. 

Q. In what way? 

A. "We have in the lower line on this chart a reproduction 
of the chart produced by Dr. Walker, with some additions. 
Going back to 1895, and continuing on until the close of the 
period represented by him, especially until this period closes 
in the early part of 1909, we have the chart as represented by 
Dr. Walker. 

This line has later been continued back on our charts until 
1886, so as to show the general trend of prices before and 
after. 

It will be noted on this chart that beginning with 1901 and 
running backward to 1895, we have included the two years, 
probably the three, lowest years in the prices of steel that we 
have in the course of steel prices from 1886 through to the 
present time, with the possible exception of part of 1911 and 
1912. If, therefore, we take the average prices, as was done 
by Dr. Walker, running back to 1895, and make that an av- 
erage base from which we are to see what the effect of the 
Steel Corporation has been, and contrast that with nine years 
following, we are taking, as our basis of contrast, the low- 
est possible period that could have been selected. It will be 
noted that the average prices, as they were given by him and 
represented in this chart, were $29.72 a ton, whereas the 
price following during the nine years was $33.77 a ton ; on the 
other hand, if we take equal periods before and after, 153 
months, we shall find that after the formation of the United 
States Steel Corporation there was a drop in this general 
averaa-e fr om $33.1 5 a ton to $32.13 a ton. 
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Q. That is, speaking of money price alone? 

A. That is speaking- of money price alone. It is simply a 
matter of extending our calculations forward and backward. 

On the other hand, if we go still further than that, and 
make the more accurate and the far more scientific calcula- 
tion of representing steel prices not in terms of money — be- 
cause, as we have already seen, money itself has during this 
time fluctuated decidedly in value and decreased in value— 
if, instead of making that representation, we reckon the value 
of steel in terms of general commodities by seeing what the 
purchasing power of steel was during these years, we find 
that, speaking relatively and in terms of percentages, as of 
course all these purchasing power lines must show, we have 
a decided drop in the purchasing power of steel in terms of 
general commodities during the years 1889 to 1900, from 104 
on a basis of a scale of 100, during these years from 1895 to 
1900, to 871/2. 

Q. You are speaking of the purchasing power of steel! 

A. I am speaking of the purchasing power of steel. The 
general result of this is to show that there has been a fall in 
the actual purchasing power of these steel products of 161/2 
per cent. 

Q. I notice that the curve of the purchasing power of steel 
is stopped in the year 1912, while the other curve, of money 
price, is brought up to the first of the present year. What 
is the reason for stopping the curve of the purchasing power 
in 19121 

A. Because it has not been possible to get the index number 
for the year 1913 to bring it up to date. 

Q. Has that been published yet by the Bureau of Labor? 

A. It has not been published yet. May I call your atten- 
tion to one little point further, and that is this : If you will 
note the average monetary monthly price of steel, of these 
different kinds of steel, up to the present time, and notice also 
the purchasing power, it will be noted that the purchasing 
power, as compared with the monetary value, as shown by 
the relative distance between these two lines, has, on the 
whole, steadily lessened during the entire period since 1901. 
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Q. I notice, too, Professor Jenks, that the average pur- 
chasing power in commodities is contrasted right at January 
1, 1901, while the money prices are contrasted in the periods 
before and after April 1, 1901. AVhat is the reason for that? 

A. The reason for that is because the index number runs 
by even years, and not by months. 

Q. The Bureau of Labor does not publish an iadex figure 
by months? 

A. Only by years. 

Q. Professor Jenks, you have stated the reasons why, in 
your opinion, this period from Januaiy 1, 1895 to April 1, 
1901 is not a fair period to use as a standard of comparison 
with the prices since that time. 1 want to ask you your opin- 
ion on this. Is it not true that Mesabi ore was coming into use 
about the beginning of 1895, and that fact rendered all of the 
period before 1895 incomparable with the period that fol- 
lowed? 

Mr. Dickinson : I object to that as leading. 

The Witness: It is true that the Mesabi ore was coming 
into use at about that time, during that time from 1895 to 
1901. It, however, had not yet come into use to anything 
like the same extent that it had in the years following. 

Furthermore, during this earlier period the manufactur- 
ers of steel had not yet overcome by any means the difficul- 
ties of learning to use most skillfully a material that was, rel- 
atively speaking, new. It was not until after the organization 
of the Steel Corporation that it had come into its most effec- 
tive use. Furthermore, to select that period as one that was 
especially comparable with one that followed along that line 
omitted some other very prominent factors that followed 
which tended to increase the price of steel and the cost of 
manufacturing steel, so that that again would nullify that 
argument. 

For example, it was after 1901 primarily that the use of 
the open hearth process of manufacturing steel came in, 
which increased the cost of producing steel by some two dol- 
lars a ton. 
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Q. You do not mean it was invented after that? 

A. Oh, no, but it came into general use after that time, 
so that that special point is in my judgment no particular 
reason why one should have begun a comparison of prices 
before the organization of the Steel Corporation, at 1895, in- 
stead of running farther back. The chief objection, in my 
point, is the selection of those special years on account of 
special prices. 

Q. Was there any marked technical improvement about 
that time which made it proper to cut off that period for use 
as a standard? 

A. In my judgment not; it is to be expected, of course, 
and it is practically always found, that in the development 
of any industry there will from time to time be improved 
methods of production, so that one might except some lower- 
ing of prices as time goes on, as we have seen here. It was 
probably true, however, that during the few years preceding 
1895 there were improvements in the methods of production 
of steel that were fully comparable in effectiveness with any 
that followed thereafter. For example, there was a very 
decided increase in the size of the blast furnaces, something 
like 200 tons or less to 300 tons capacity, something that very 
decidedly affected the cost of the manufacture of steel. 

Furthermore, there had been introduced, I believe as early 
as 1889 — certainly for five or six years before 1895 — ^the use 
of the Jones mixer, which again was an improvement that 
affected decidedly the cost of the production of steel. It was 
also earlier, about 1890, and in the first half of that decade, 
that the casting of ingots on cars came into use ; so all along 
the line there seem to be as many important improvements 
before 1895 as after, so that there was no particular reason 
along that line why that special point should have been se- 
lected. 

Q. How about the introduction of roll tables ; was that an 
important improvement before? 

A. Yes. 

Q. Was there anything in the condition of the iron and 
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steel business generally to make that time a proper one to 
start your standard period? 

A. There was not. I have already indicated certain 
special reasons in the general condition of the iron and steel 
industry, as well as the general condition of prices through- 
out the country, that made that a peculiarly unfortunate 
period. During the years 1897 and 1898, for example, there 
was a general depression in the steel business which forced 
the prices of steel lower than ever before, and, while it was 
true that in 1893 there was a crisis that affected somewhat 
the prices of steel, that was more marked the following year, 
and a decided improvement in the condition of the steel busi- 
ness and the price of steel followed in 1895, enough to very 
nearly, if not entirely, offset that crisis of 1893. The facts 
are, according to the records, that the poor condition of busi- 
ness that extended during the period covering nearly the 
whole of 1897 and 1898 is considerably more than sufficient 
to offset any effect that came from the crisis of 1893. 

Q. In your study of these industrial combinations, which 
you have told us began about the year 1886, have you given 
any thought to the question of the power of a combination 
to put its competitors out of business ? 

A. Naturally I have had to give a good deal of attention 
to that. 

Q. Have you considered that question in connection with 
the steel business? 

A. I have. 

Q. Is there any reason why conditions shoidd be different 
in the steel business than in a cigar store or a grocery store 
or a milk route? 

A. Yes. 

Q. Why should there be any difference? 

A. A method that has been at times followed, or that 
might readily be followed — ^both are true — to put a competi- 
tor out of business is to go into a local territory where he is 
doing business and sell his product within his special local 
market at a rate so low that in order to meet that low rate 
he must sacrifice his profits and probably sell at a loss until 
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he is driven out of business. In the case of a milk route, for 
example, that you have cited, that business is confined to a 
small locality, and that would be a practicable plan there. 
That would also be true in the case of a local tobacco dealer, 
for example, that you spoke of. The larger establishment 
could sell at a low rate in his special locality, and with his 
small market he could be driven out, while they could keep 
up their profits by sale elsewhere. 

In the steel business, on the other hand, the well-equipped 
steel producers in this country have markets that are prac- 
tically general throughout the country for their various pro- 
ducts. In consequence, any attempt to cut the price of that 
special product against a manufacturer would mean that the 
cut would have to be general the country over, so that the 
large establishment that attempted to force the smaller es- 
tablishment out of business would itself be meeting losses on 
a much larger scale, on a scale proportionate to the extent of 
its sales, and under those circumstances it could not put the 
smaller producer out of business. 

Q. Now, you say the cut would have to be general through- 
out the country because of the generality of the market? 

A. Yes. 

Q. Would it be possible to make a drive at a particular 
competitor? 

A. It would not be possible. I had not quite finished the 
other answer. 

Q. I beg pardon ; I did not mean to iaterrupt you. 

A. (Continuing) Still further than that, in the production 
of steel in any well equipped establishment it is possible for 
the producer to change his product from one type to another 
within quite material limits. So, if, for example, a cut were 
made in some special line of product, it would be possible 
for the producer to change his line of product to another one 
that was not attacked, so that in that way the large producer 
would be forced to meet product after product to the extent 
of the change that it would be possible for the smaller pro- 
ducer to make. This, taken with the other, shows this also, 
that whenever there comes a lowering of prices in any one 
product or in any line of products the country over, the large 
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establishment is attacking not merely one, but he is attacking 
all of the different competitors, and any large producer that 
attempts to put a small steel producer out must try to put 
them all out. 

Q. He cannot fight one without fighting all? 

A. He cannot fight one without fighting practically all of 
them, because, as I said before, practically all the steel pro- 
ducers that have well-equipped establishments have markets 
the country over. 

Q. And for those reasons the fight could not be confined 
to a particular individual or a particular locality? 

A. It could not be confined to a particular individual or 
a particular locality. He must fight all producers and all 
products, substantially. 

Me. Lindabury : And in all places ? 

The Witness : And in all places. Of course, that is under- 
stood. 

By Mr. Ebed: 

Q. In your opinion, has the United States Steel Corpora- 
tion power to put out of business its competitors or any im- 
portant one of them? 

Mr. Dickinson : I object to that as a hypothetical question 
based upon conditions which the witness may consider and 
which are not disclosed to the Court. 

The Witness : It has not. 

By Mr. Reed: 

Q. Will you please to disclose to us and to the Court the 
reasons for your opinion? 

A. I thought that I had already done so. I shall be pleased 
to repeat. The only way in which the Steel Corporation could 
drive out of business its competitors or any important one 
of them would be by selling at a lower price and at a price 
so low that it would amount to a loss to its victim not only on 
one grade of steel, but a variety of grades of steel, not only in 
one locality, but in practically all localities in the country; 
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and in so doing it must meet the competition of not merely 
one of its competitors, but of practically all of its competitors, 
and in. so doing it would itself lose, in making the attempt, ia 
proportion to the extent of its sales as compared with the 
sales of practically all of them, and that, in my judgment, 
would be ruinous to the Steel Corporation. 

(Whereupon an adjournment was taken until to-morrow, 
Wednesday, February 11, 1914, at 10:30 o'clock a. m.) 
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ONE HUNDEED AND FIFTY-SEVENTH DAY. 

Empire BuiiaDiNG, 
71 Broadway, New York City. 

Wednesday, February 11, 1914. 
Before Special Examiner John Aethub Beown. 

Present on behalf of the United States, Me. Dickinson 
and Me. Colton. , 

Present on behalf of the Defendants, Me. Lindabuey, Me. 
Sevbeancb, Me. Bolling and Me. Eeed. 
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was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows : 

DIRECT EXAMINATION 

By Me. Seveeance : 

Q. Where do you live? 

A. Pittsburgh. 

Q. What is your business? 

A. Secretary to J. S. Keefe. 

Q. Mr. Keefe is vice-president of the American Steel & 
Wire Company, is he? 

A. Yes. 

Q. And looks after traffic matters? 

A. As I understand it. 

Q. I call your attention to Defendants' Exhibit 37, appear- 
ing at pages 170 to 177, iuclusive, of Volume II of Defendants' 
Exhibits, the same consisting of eight sheets introduced in 
connection with the testimony of the witness Farrell. I will 
ask you if you know who prepared those exhibits. 

A. Yes. , . , , ;' 

Q. Who prepared them? 

A, I prepared them in conjunction with Mr. Keefe. 
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Q.. At Mr. Farrell's request? 

A. Yes. 

Q. Did you have the original tariffs- 



Me. Dickinson: Suppose you ask him what he had. 
By Mk. Severance : 

Q. From what did you prepare them? 
A. I prepared them from the tariffs. 
Q. Are they correct? 

A. Yes ; I can submit the tariff references to you. 
Q. Have you the tariff references here ? 
A. Yes. 

Q. You mean by that the tariffs filed with the Interstate 
Commerce Commission? 
A. Yes. 

Mr. Severance: You do not care to have us produce the 
tariffs, I suppose? 
Mr. Dickinson : No. 
Mr. Severance : That is all. 
Mk. Dickinson : Cross examination is waived. 



WILLIAM A. McGONAGLE 

was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows: 

DIRECT EXAMINATION 

By Me. Severance : 

Q. Where do you live? 

A. Duluth, Minnesota. 

Q. What is your business? 

A. I am president of the Duluth, Missabe & Northern Rail- 
way Company. 

Q. How long have you lived in Duluth and vicinity? 

A. For thirty-three years. 

Q. What were you originally by profession? 
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A. Civil engineer. 

Q. With what railroad, if any, were you first connected in 
the capacity of engineer, I mean in that region? 

A. With the Dnluth & Iron Range Railroad Company. 

Q. What year did you become connected with the Duluth 
& Iron Range Railroad Company? 

A. In 1882. 

Q. Had the road been constructed at that time? 

A. The road had not even been located. 

Q. What was your position with the road at its inception? 

A. I was transit man on the location of the railroad. 

Q. Give the various positions that you occupied with that 
road and the dates, if you will, please. 

A. After the completion of the railroad from the mines 
to the Lake at Two Harbors I became assistant engineer. 1 
was promoted to the position of superintendent of bridges and 
buildings along about the year 1890, and continued to act as 
resident engineer. In the year 1901 I was made assistant 
chief engineer. In 1902 I became assistant to the president 
of the Duluth, Missabe & Northern Railway Company. In the 
year 1909 I became president of the Duluth, Missabe & North- 
ern Railway Company and continue in that office to this day. 

Q. Taking up first the Duluth & Iron Range, with which 
you were connected, what did you have to do with the con- 
struction of that line? 

A. I was in charge of the construction of docks at Two 
Harbors, in charge of the terminal construction, including 
tracks and buildings of all kinds, and as superintendent of 
bridges and buildings and resident engineer I was in charge 
of maintenance of way. 

Q. How long did it take to build that road? 

A. The surveys began in December, 1882. It was com- 
pleted and the first ore shipped the latter part of July, 1884. 
That means that the line from +he mines to the ore docks at 
Lake Superior was completed at that time. 

Q. Which mines? 

A. The mines on the Vermillion Range. 

Q. You do not mean the mines at Ely, do you? 

A. No, the mines at Tower. 
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Q. And the line was completed from Tower down to the 
Lake? 

A. Yes. 

Q. At what point on the Lake? 

A. Two Harbors. 

Q. When was the line extended to Ely? 

A. The line was extended to Ely in the year 1888. 

Q. When was the line extended to Duluth from Two Har- 
bors ? 

A. The line was completed to Duluth in 1886, the latter 
part of that year. 

Q. What kind of country was it to build a railroad through 
when you built that line up to Tower? 

■ A. A very difficult country. 

■ Q. For what reason? 

A. There were no roads, no trails of any kind. All sup- 
plies for the engineering corps had to be carried in by Indian 
packers on their backs. 

Q. What was the character of the country that you built 
through? 

A. The country is heavily, or was heavily timbered, was 
hilly, large parts of the country were swamps of varying 
depths, and very difficult construction for a railroad. 

Q. A good many muskegs, so-called up there? 

A. Yes. 

Q. What are muskegs? 

A. Muskegs are called by some floating bogs. They are 
supposed to be the former beds of lakes. They sometimes 
vary in depth from ten feet to forty feet or more. The sur- 
face is covered by a very light growth of timber at times; 
sometimes there is no timber at all. The surface of many of 
these swamps is covered with a turf known as muskeg. 

Q. Is that an Indian name? 

A. An Indian name, yes. 

Q. What does it mean? 

A. It is supposed to mean bottomless pit, supposed to be. 

Q. In building a railroad over those muskegs what sort 
of work did you have to do, Mr. McGonagle? 
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A. We had to cut the timber and corduroy the surface of 
the swamp very heavily, so as to support any teams or tracks 
that we desired to carry material out on, to make an embank- 
ment, and we had to lay a foundation on which it was possible 
to drive teams or put dump cars on, to hold them up. 

Q. After you got the railroad across the muskeg was that 
the end of your trouble in connection with these swamps? 

A. No, it was really the beginning of our troubles because 
those swamps continued to settle for many years, requiring us 
to rebuild frequently the embankments in order to hold up our 
railroad tracks. 

Q. Was it an uncommon thing for the track to settle under 
the weight of the trains in those swamps 1 

A. A very common thing for it to settle. 

Q. How far would it go down? ' , 

A. I have seen a wave of several inches in front of a heavy 
locomotive, a wave on the surface of the track, indicating that 
the bottom was very insecure, dangerous to operate. ' 

Q. You were intimately connected with the engineering 
part of that road, were you? 

A. Yes. 

Q. Do you recall an appraisal of the Duluth & Iron Range 
Eailroad made about 1900? 

A. Yes. 

Q. What was the reason of that appraisal? 

A. There was a suit brought, known as the John Gr. Brown 
— Eliza Conan suit, in regard to the iron ore rates. 

Q. Before what body was that suit brought? 

A. Before the Eailroad and Warehouse Commission of the 
State of Minnesota. 

Q. What did you have to do, if anything, with making 
that appraisal? 

A. I did a large percentage of the work myself, employed 
competent engineers to go into the field and secure additional 
information over and above what we had in the general office; 
we employed the best real estate experts that there were in 
our vicinity to value the property 

Q. You mean the real estate? 

A. The real estate. We employed the most competent con- 
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tractors we had in the country to give us an estimate of the 
unit prices that it would be necessary for us to pay to re- 
produce the railway. These figures were all carefully com- 
piled, and, as I have said, a very large percentage of the 
compilation was done by myself personally. We arrived at a 
cost of reproducing the property, which was submitted to the 
Railroad and Warehouse Commission of Minnesota in the case 
referred to. 

Q. Was that valuation made a matter of record in the 
office of the Duluth & Iron Eange Railroad Company? 

A. It was. 

Q. In the auditor's office? 

A. Yes. 

Q. You say you went to the Duluth, Missabe & Northern in 
what year? 

A. 1902. 

Q. What was the character of the country that the Du- 
luth, Missabe & Northern runs through? 

A. It was different in many respects from the country 
through which the Duluth & Iron Range road was constructed. 
There is more swamp along the line of the Duluth, Missabe & 
Northern Railway than there is on the Iron Range, but the 
railroad had been poorly constructed. The engineers were in- 
experienced, and while they had the form of a railroad, it was 
very far from being a road to operate heavy trains of iron 
ore ; so that the line had to be rehabilitated from one end to the 
other at great cost. 

Q. You said there was more swamp on the Duluth, Missabe 
&. Northern Railway than on the Iron Range. Do you mean 
swamps of the character you have described as muskegs, or 
what kind of swamps? 

A. The same kind of swamps. 

Q. How continuously has it been necessary to improve the 
road across- those swamps? 

A. We have rebuilt the embankments over these swamps 
four or five different times during my connection with the 
railroad. 

Mb. Dickinson : You are speaking, now, of both roads, or 
of one road? 
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The Witness : The Duluth, Missabe & Northern Railway. 
The expense became so great that we determined to build 
enormous drainage ditches conveying the water from the 
swamp into the main rivers that crossed our line at right 
angles. Some of these ditches are five to fifteen miles in 
length. 

After the ditches were constructed, the whole surface of 
the swamp upon which the embankment rested settled veiy 
materially, but after we rebuilt the embankments, we have at 
last secured a railroad that is compact, and which it is now 
easy to maintain. 

By Mr. Severance: 

Q. Is that railroad double track, or a single track road? 

A. It is double tracked from Buluth to Hibbing, by way 
of Alborn and Wolff. It is also double tracked from Albom, 
a point midway between Duluth and Wolff, to a point westerly 
from Alborn about 26 miles ; and again double tracked from 
this point to which I refer, which is called Hull Junction, to 
the Hull Eust mine at Hibbing, a distance of about 18.6 miles. 

Q. The terminus of this road is at Duluth? 

A. Yes. 

Q. How far is it from Dulnth up to Hibbing? 

A. Eighty-two miles to Hibbing. 

Q. The large mines in that vicinity are located in that dis- 
trict? 

A. The largest mines that we have are in the Hibbing dis- 
trict. 

Q. How far is it to Coleraine? 

A. About 85 miles. 

Q. That is where the large washing plant is located, is it 

not! 

A. Yes. 

q' About what is the average distance, would you say, Mr. 
McGonagle, from the docks in Duluth up to the mines where 
the ore is hauled from? 

A. About 75 miles. 

Mr. Colton: Which road was that? 

Mr. Severance : The Duluth, Missabe & Northern. 



11782 WILLIAM A. MC GOTS'AGLB. 

By Me. Seveeance: 

Q. About what is the average distance up to the mines 
from Two Harbors, by the Iron Range? 

A. It is 68 miles from Two Harbors to Tower. It is 21 
miles farther to Ely. 

Q. That is east from Tower? 

A. Yes ; and at a central point between Two Harbors and 
Tower, called Allen Junction, it is 16 miles westerly to the 
Biwabik district. It is then 15 miles farther to the Fayal 
district. 

Q. What other railroads are there that reach the same 
region as the Duluth, Missabe & Northern? 

A. The Great Northern Railway, the Canadian Northern 
Railway, and the Duluth & Iron Range Railroad. 

Q. At what point does the Duluth & Iron Range reach the 
same or any part of the district, served by the Missabe? 

A. At Biwabik it crosses our line. At Virginia we are 
within half a mile of the Duluth & Iron Range. 

Q. The Iron Range does not reach Hibbing, does it ? 
■ A. No. 

Q. Nor Coleraine, nor any of the western Mesabi proper- 
ties? 

A. No. 

Q. Does the Duluth, Missabe & Northern reach any of the 
Vermillion mines? 

A. It does not. 

Q. Is there any part of the western Mesabi district served 
by the Duluth, Missabe & Northern that is not either reached 
directly, or very nearly reached, by the Great Northern? 

A. The Great Northern and the Canadian Northern can 
reach any of the western Mesabi districts served by the Du- 
luth, Missabe & Northern Railway, by the construction of a 
reasonable length of railway. 

Q. What do you mean by "a reasonable length"? 

A. Within ten or fifteen miles, for most of the mines, and 
within a very few miles, so far as the Great Northern is con- 
cerned. As a matter of fact, the Great Northern is very 
close to many of the mines that we serve at Virginia and Col- 
eraine, and all points on the western Mesabi division. 
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Q. Does the Great Northern reach Hibbing? 

A. Yes, it has a station there. 

Q. Does it reach Virginia? 

A. Yes, it has a station in Virginia. 

Q. Which one of those places, if either, does the Canadian 
Northern reach? 

A. The Canadian Northern passes through Virginia on the 
way from Fort Francis to Duluth. 

Q. Fort Francis is the international boundary? 

A. Yes. 

Q. And that line is a Canadian line that comes down to 
Duluth? 

A. It is. The name of the railroad entering Duluth is the 
Duluth, Winnipeg & Pacific; but it is a part of the property of 
the Canadian Northern Railway. 

Q. Does the Duluth, Missabe & Northern reach any of the 
ranges to the west — the Cuyuna range or any part of it? 

A. It does not. 

Q. What roads serve the Cuynna? 

A. The Northern Pacific and the Soo Line. 

Q. Is it or is it not the practice in that region for more 
than one railroad to serve an individual mine? 

A. It is not the general practice, but the Duluth, Missabe 
& Northern and the Great Northern Companies actually serve 
two particular mines that I know of. 

Q. What are they? 

A. The Susquehanna mine, operated by Rogers, Brown & 
Company, at Hibbing, and the Iroquois mine, operated by the 
same company at Mountain Iron. 

Q. Those two are an exception to the rule, are they? 

A. They are an exception to the general rule. 

Q. Do they both enter the mines and take out ore? 

A. No; the mining company have their own tracks from 
the mine to a railroad yard located near the mine. 

Q. What is the usual practice there as to the tracks leading 
into the open pit mines ? Do those tracks belong to the mines, 
or are they operated by the mines or by the railroad— I mean 
the railroad that hauls the ore ? 
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A. So far as the Duluth, Missabe & Northern Eailway is 
concerned, we build the track into the open pit upon which 
the iron ore is loaded into railroad cars, the raining company 
loads the ore into the car, takes the empty car from the rail- 
road, yard into the mine and returns the loaded car into the 
railroad yard. 

Q. Will you kindly describe the service performed by the 
railroads in that region, particularly the Dulnth, Missabe & 
Northern — I suppose the service is about alike on all of them — 
but describe the service performed in taking ore from the 
open pit mines and hauling it down to the docks and loading 
it into the ships. 

Me. Colton : Has not that been proved, Mr. Severance ? 

Mr. Seveeance: Not as thoroughly as Mr. McGonagle can 
explain it. Mr. Gayley explained it to some extent. It will 
take but a moment. 

By Me. Seveeance: 

Q. Go ahead, Mr. McGonagle. 

A. After a terminal yard is constructed by the railway 
company near the several mines, and after a large expense 
has been gone to in furnishing and laying the tracks into the 
open pits, and to the various shaft houses of the mining com- 
panies, and after the ore is received into those terminal yards 
by the railway company we are required to move the ore first 
from the terminal near the mine to the terminal at Proctor, 
Minnesota, about eight miles from Duluth. 

Now, before the ore is moved from the mining location 
samples are taken by the chemists of the mining company. 
Those samples are analyzed by the chemists of the mining 
company while the ore is in transit from the mines to the term- 
inal at Proctor. Telegrams are sent by the chemists of the 
mining company to the weighmaster of the railway company 
at Proctor indicating the quality of the ore in each of the 
cars that will be received at the scales. From this information 
he determines the grade of the ore in each of the cars, and 
the ore is then switched or classified, as we call it, into groups, 
the direction as to switching the cars being given in accordance 
with the analysis of the ore. This means a great expense to 
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the railway company. In the first place we have to provide 
special yards for doing this classification, and it requires a 
considerable number of switching engines and train crews 
to perform this service, which is a very unusual one in ordi- 
nary transportation and adds considerably to the cost. 

We are also required at the mines to furnish switching en- 
gines for spotting railroad cars at stock piles. This also adds 
to the cost to the railway company, a very considerable 
amount. After the ore is classified at Proctor it is sent out in 
switching movement from the yards to the ore docks, and it 
is there unloaded into the pockets of the ore docks in what we 
might term station order, in ordinary transportation language. 
That is to say, that different grades of ore must be dumped 
one upon the other in the pockets in order to form an average 
grade, called a group; that is to say, the railway company 
is to all intents and purposes required to perform a mechani- 
cal mix of the ores in order to secure a uniform grade. That 
is also a very ususual practice in regular transportation and 
adds considerably to the cost. After the ore is assembled in 
the pockets the railway company is required to unload it into 
the ships, and after the ore is in the ship the service of the 
transportation line is ended. 

Mb. Dickinson: You said unloaded into the ships. You 
mean loaded into the ships? 

The Witness: Unloaded out of the docks into the ships. 
We are required to keep on the ore docks at Duluth a force of 
about 400 men, half of those working on the day shift and half 
on the night shift. They are paid very substantial wages on 
account of the severe service and the severe weather condi- 
tions, particularly in the fall of the year. We cannot lay off 
those men from time to time when vessels do not come prompt- 
ly, but are required to pay them continuously during their 
hours of service; otherwise, the demand for labor in our 
vicinity is so great that we would lose the men, and it is usu- 
ally difficult to obtain men competent to do this class of work. 

By Mr. Severance : 

Q. Are there at times delays such as you referred to a 
moment ago? 
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A. There are very serious delays owing to weather con- 
ditions, owing to accidents not only at the mines, but occasion- 
ally on the railroad, and frequently along the Great Lakes, 
where there have been numerous blockades at the Sault Ste. 
Marie and St. Mary's river and other parts of the water 
courses through which the ships pass, and we have had periods 
of several days when the operation of unloading the ore from 
the dock to the ships has been suspended entirely. 

Q. What do you have to do in that case? 

A. We have our men clean up the docks as far as we can. 

Q. I do not mean that down there, but what effect has that 
upon the general movement of the ore from the mines ? 

A. We continue the movement of ore until the dock is 
congested, and until our cars are practically all loaded. Then 
we have to quit. 

Q. What do you have to do in the way or storing or holding 
ore for shipment awaiting the arrival of vessels, I mean in- 
dividual shipments? 

A. The dock space is assigned in proportion to the ship- 
ments that are made by the Corporation mines and the inde- 
pendent mines. We are required to accumulate in the docks 
definite tonnages of ore for certain vessels that are assigned 
to carry that ore from the docks to the Lake Superior ports. 
In the case of a slow shipping mine we are compelled to hold 
ore at times for periods varying from several days to occa- 
sionally several months. 

Q. What do you mean by a slow shipping mine? 

A. A mine that only ships a few hundred tons a day, and 
we have quite a number of mines, particularly the shaft mines, 
that are small producers. An average cargo in these days is 
between 7,500 and 8,000 tons, so that it takes a long while to 
assemble a cargo for a ship of that size, and we are required 
to either use up our dock space or our car space, either 
one of which is expensive and results in serious congestion 
and handicaps the free movement of the ore. 

Q. Are those mines that you spoke of now, which necessi- 
tate holding the ore for a considerable length of time, mines 
that are owned by the subsidiaries of the Steel Corporation 
or outside interests? 
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A. Largely by outside interests. I will say that so far as 
the Corporation mines are concerned, very many mines enter 
into the formation of the various groups, so that a delay at 
a particular mine does not necessarily stop the flow of ore 
through the docks ; on account of the fact that large tonnages 
are produced by the Corporation mines, forming a very few 
groups, it is possible to keep up practically a continuous ship- 
ment unless there are delays of the nature that I have re- 
ferred to in previous testimony. 

Q. Now, your rate is 60 cents on ore? 

A. Yes. 

Q. Does that 60 cents include all of this unusual service 
over and above the road haul? 

A. It does, and in that respect it is far different from 
ordinary transportation, where the railroad couples onto a 
car at Buffalo, for instance, in a yard, hauls it to Chicago 
and delivers it into another yard, and performs no other ser- 
vice whatever except the main line haul. 

Q. What is the practice in carload shipments, as a rule; 
who loads the car and who unloads the car? 

A. The consignor loads the car, the railroad hauls it over 
their main line and the consignee unloads it at his own ex- 
pense. 

Q. You have already testified to the troubles you had in 
fixing up the Missabe road. At the present time what is the 
condition of the Duluth, Missabe & Northern Railroad as com- 
pared with the highest class of trunk lines in this country? 

A. We have as well constructed a railroad, considering 
wooden ties and gravel ballast, as there is in the United 
States to-day. 

Q. Have you been over the Iron Range recently? 

A. Yes, I have. 

Q. In what condition is that road? 

A. It is in very excellent condition. 

Q. Is it double tracked? 

A. It is double tracked from Two Harbors to Allen Junc- 
tion, a distance of 43 miles. It is also double tracked from 
Allen Junction to the Fayal Mine, a distance of about 25 
miles. The balance of the road is single track. 
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Q. What is the principal business transacted by those 
roads ? 

A. The transportation of iron ore. 

Q. How was it at the time they were constructed? 

A. It was practically all iron ore at the time they were 
constructed ; they were constructed for that purpose, hauling 
ore from the mines to the docks on Lake Superior. 

Q. Do you happen to recall the percentage of the total 
tonnage of the Missabe Road that consists of iron ore ? 

A. I do not recall exactly, but approximately 

Q. Well, I will get it from the auditor if you do not know 
it exactly. 

A. I do not know it exactly. 

Q. After the ore has been unloaded into the pockets at the 
docks do you have any return load for your cars? 

A. We have about half a million tons of coal that is hauled 
north. We have a very ordinary amount of merchandise 
freight consisting of supplies for the mining villages. 

Q. You do not haul the merchandise in ore cars, do yout 

A. We do not. 

Q. Do you haul coal in ore cars ? 

A. We haul coal in ore cars. 

Q. What is your tonnage of iron ore coming down? You 
say you have about half a million tons going back? 

A. We had in the year 1913 12,300,000 gross tons of iron 
ore. 

Q. Well, then, a very large percentage of your ore cars 
go back empty? 

A. A very large percentage of our ore cars go back 
empty. 

Q. Are you able to haul them back in train loads from the 
docks? 

A. Yes, they usually go back in full train loads. 

Q. Have you always been able to do that? 

A. No, until a few years ago we could only take half a 
train of empty cars from the docks to the top of the hill at 
Proctor, which is the point where we make and break the 
regular trains, this being due to a two per cent, grade from 
the docks to the top of the hill, about six miles ; we were re- 
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quired to run light engines down the hill this same distance in 
order to take back half a train of empty cars, but a few years 
ago we purchased eight Mallet compound locomotives which 
now are able to haul back a full train of empty cars. 

Q. About how long ago was that? 

A. About three years ago. 

Q. After you get to the top of this hill near Proctor how 
is it from there up to the mines, up and down haul, or entirely 
down haul, or level, or what? 

A. It is a waving grade but the gradients on the Duluth, 
Missabe & Northern Eailroad are light. There are no con- 
tinuous down grades. We have a maximum adverse grade of 
3/10 of one per cent. 

Q. By adverse you mean as against the loaded cars com- 
ing down? 

A. Against the loaded cars coming down. 

Q. How is it on the Iron Eange; does that climb a hill 
from Two Harbors also? 

A. They have a grade coming into Two Harbors in favor 
of their loaded cars of 2.7 per cent. 

Q. How long a haul is that? 

A. About three miles. Their grade northbound, going 
out of Two Harbors to the same summit is 1.5 per cent., a 
distance of about twelve miles. 

Q. I don't think I quite understand that; how can it be 2.7 
going down hill and 1.5 per cent, going up ? 

A. There are two different lines. 

Q. That is the double track? 

A. I would like to say that I happen to know these figures 
are correct, because I located the line myself. 

Q. After you get up to the top of the hill back of Two 
Harbors, how is it as to being level or undulating? 

A. It is imdulating; very seriously so in many places; so 
that the maximum adverse grade on the Duluth & Iron Eange 
is 1.25 per cent., and there are many such adverse grades be- 
tween Ely and Two Harbors. 

Q. You have spoken of there being some merchandise and 
coal moving up into the mining country. What is the general 
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business that is transacted up in that region, aside from 
mining? 

A. There is very little business aside from mining. In 
fact, the existence of the towns in the mining district depends 
entirely upon the continuous operation of the mines. 

Q. Assuming these mines were closed down, what traffic 
is there there for the Iron Range road in the region it reaches, 
and for the Missabe in the region that it serves? 

A. There is very little, outside of a limited amount ol 
agricultural products. 

Q. Is there sufficient agricultural area or production up 
there to support either one of these roads? 

A. In my opinion there is not. 

Q. Even if fully developed? 

A. I refer to this time, now. 

Q. Do you know anything about the character of the land 
up there, as to whether it is agricultural land or rocky land, 
or what it is? 

A. On the Duluth & Iron Range there is a very large per 
cent, of rocky land that is entirely unfit for agriculture. 
There is somewhat better land along the Duluth, Missabe & 
Northern Railway, but in my opinion there is no possibility of 
sufficient development of agriculture in that district to war- 
rant the continuous operation of a railroad after the ore 
ceases to be shipped. 

Q. What is the fact as to whether, in general, these roads 
are both of them built, with the various yards and sidings, 
docks, and so forth, primarily for the purpose of handling 
ore? 

A. I have already testified that they were built for that 
particular purpose by the owners of the mines. 

Q. Mr. McGonagle, what has been the practice of these 
roads, as you have been connected with them, in taking care 
of the shipments of outside mines— I mean outside of the 
Steel Corporation — as compared with the service you have 
rendered the Steel Corporation's mines? 

A. We have tried to give the independent mines a little 
better service than we gave to the Corporation mines, and we 
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have been pleased to know that they have expressed their ap- 
preciation of onr efforts and have stated specifically 

Mb. Colton : I object to any statement made by them, as 
hearsay. 

By Mk. Severance: 

Q. Go ahead, Mr. McGonagle, and finish your answer. 

A. (Continuing) and they have stated specifically that 

we have served them to their entire satisfaction. 

Q. Are there any mines that have given you their busi- 
ness when they could have equally well given it to the Great 
Northern, for instance? 

A. Yes, sir. 

Q. Who are the owners? 

A. The Rogers, Brown people are owners that have both 
tracks into their mines. 

Q. And give you the business? 

A. We have the business. 

Q. Are there any other mines located near the Great 
Northern and your tracks that you are serving under contract 
with the owners— I do not mean where the tracks run into 
the mines, but nearby, within a reasonable distance? 

A. The Woodbridge mine is one of them, located very 
close to the Great Northern tracks, operated by Oglebay, Nor- 
ton & Company. They were very glad to give us their busi- 
ness in preference to giving it to the Great Northern. 

Q. Do you think of any others? 

A I do not recall others just at this time, but we have 
no difficulty in getting any ore in the vicinity of our railroad 
that is not tied up by traffic contracts with the other Imes of 
railways. 

CROSS EXAMINATION 

By Mr. Colton: , , ^ 

Q. The Canadian Northern Railroad passes through what 

point? 

A. Virginia. 

Q. Does it pass through any other ore mine than the Vir- 
ginia mine ? 
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A. It is within two miles of the Eveleth district. It is 
within fifteen miles of the Hibbing district. It is within one 
mile of the Mountain Iron district ; and there are large quanti- 
ties of ore in each of those districts that I have referred to. 

Q. When was the Canadian Northern built first through 
Virginia? 

A. It was completed into Duluth and operated into Duluth 
about one year ago. It was located into West Duluth and 
operated about a year and a half ago. 

Q. What territory in common with the G-reat Northern and 
the Duluth, Missabe & Northern and the Duluth & Iron Range 
does that road serve, if any? 

A. The Great Northern? 

Q. No ; I am speaking of the Canadian Northern — in com- 
mon with those other roads that I have named. 

A. It serves the Virginia district and the entire Hibbing 
district by the Canadian Northern building a branch line of 
about fifteen miles in length, as I have stated. 

Q. It could do that? 

A. It could do that. 

Q. What is the easternmost point reached by the Great 
Northern at the present time? 

A. The eastern terminal of the Great Northern on the iron 
ranges is Virginia. 

Q. When did it first reach Virginia? 

A. They have been in Virginia about six years, I would 
say. 

Q. What was the easternmost terminal in 1900? 

A. I could not say, of my own knowledge. 

Q. What roads reached Virginia in 1900? 

A. The Duluth, Missabe & Northern; the Duluth & Iron 
Eange; the Duluth, Rainy Lake & Winnipeg was a logging 
railroad, built from Virginia north a distance of about 75 
miles, simply for the purpose of bringing in logs. It was not 
constructed south of Virginia. 

Q. You have already given the roads that hauled ore from 
Virginia in 1900, as I understand it? 

A. Yes. 
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Q. What roads, in 1901, were engaged in the transporta- 
tion of ore from Virginia and that region? 

A. The same roads— the Duluth & Iron Eange and the 
Dnluth, Missabe & Northern. 

Q. And they were the only roads that were hauling ore 
from that region at that time? 

A. Yes ; at that time. 

Mr. Colton : That is all. 
Mr. Sbvbbance : That is all. 
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was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows:: 

DIRECT EXAMINATION 

By Me. Severance: 

Q. Where do you reside, Mr. Johnson? 

A. In Duluth. 

Q. What is your business ? 

A. I am auditor and general freight and passenger agent 
of the Duluth & Iron Range Railroad. 

Q. How long have you occupied that position? 

A. I have been auditor for eight years. 

Q. Previous to eight years ago what was your business? 

A. I was assistant auditor and assistant general freight 
agent and bookkeeper, accountant, and so on. 

Q. How long have you been connected with the Iron Range 
road? 

A. I have been there 26 years. 

Q'. All the time in the auditing department? 

A. In the auditing, freight and secretary's departments 
of the road. 

Q. As auditor, are you the custodian of accounts and files 
of the road, as far as relates to the financial end of it? 

A. Yes, sir. 
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Q. Do you recall, Mr. Johnson, the appraisal that was 
made of the Duluth & Iron Eange Railroad at the time of the 
Brown suit before the State Eailroad and Warehouse Com- 
mission ? 

A. Yes, sir. 

Q. Subsequent to that time was there made any other ap- 
praisal of the property of the Duluth & Iron Range Railroad 
by anybody — subsequent to the appraisal in 1901? 

A. Yes. 

Q. By whom was that made? 

Me. Dickinson: What was that date? 

Mb. Severance: The Brown appraisal was made as of 
April 1, 1901, I think. Is that right? 

The Witness : That is right. There was an appraisal made 
by the engineering department of the State of Minnesota as 
of December 31, 1906. 

By Me. Seveeancb: 

Q. You say the engineering department of the State of 
Minnesota. What branch of the state government? 

A. Under the Eailroad and Warehouse Commission. 

Q. That was a valuation made by this corps of engiueers 
of the Eailroad and Warehouse Commission for their own 
use, was it? 

A. For their own use, and by direction of the legislature, 
instructing the Eailroad and Warehouse Commission to do it. 

Q. Did they simply value the Iron Range Railroad or all 
the railroads iu the state? 

A. They valued all the railroads in the State of Minne- 
sota. 

Q. Do the books of the Duluth & Iron Range Eailroad in 
your custody contain accounts showing the cost of the road 
and equipment? 

A. Yes, sir. 

Q. Has there been at any time recently any investigation 
into the ore rates charged m the northwest by the Iron Eange; 
the Duluth, Missabe & Northern; the Great Northern, and 
others, by the Interstate Commerce Commission? 
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A. Yes, sir. 

Q. You testified in that matter? 

A. Yes. 

Q. How long ago ? 

A. I testified in December, 1913. 

Q. Did you prepare any exhibits for presentation to the 
Interstate Commerce Commission in that proceeding? 

A. Yes. 

Q. And were those exhibits produced in evidence in that 
proceeding? 

A. Yes. 

(Here a tabulated statement was marked "Defendants' 
Exhibit 213.") 

By Mr. Severance: 

Q. Mr. Johnson, I show you Defendants' Exhibit 213. 
Will you state what that exhibit is, not in detail, but in a few 
words ? 

A. This exhibit No. 213 is a statement of the actual cost 
of the road and equipment of the Duluth & Iron Eange Rail- 
road as appears on the ledgers and general books of the rail- 
road company. 

Q. Who prepared that exhibit? 

A. I prepared that exhibit. 

Q. You prepared that yourself, did you? 

A. I prepared that myself. 

Q. Are you able to state, Mr. Johnson, that it is a correct 
exposition of the matters that you have just mentioned? 

A. It is a correct exposition of the cost of the road. 

Q. As shown by the books? 

A. As shown by the books and as shown by that state- 
ment. 

Q. I notice on page 3 of this exhibit certain items aggre- 
gating $2,338,529.92, headed "classification of additions and 
betterments charged to other than investment accounts from 
1890 to 1907, included in statement on page 1." 

A. Previous to 1907, when the I. C. Commission took 
strong and active control of the accounts of the railroad com- 
panies it was the common custom and it was permissible, and 
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it was conceded to he the proper thing to do, by all the ac- 
counting authorities, to allow some leeway in the distribution 
of additions and betterments to existing properties. The cus- 
tomary thing was that a piece of work that was constructed 
first should be charged to the cost of the road, and equip- 
ment. All companies had the option, but some companies 
chose to distribute such items of investment to profit and 
loss. 

Q. You mean additional items after the first construc- 
tion? 

A. Additional items after the first construction, or even 
to operating expenses, and in the earlier days of the Inter- 
state Commerce Commission from 1897 on to 1907 this cus- 
tom was approved by the Commission. They gave the rail- 
road carriers the option of distributing such expenditures 
either to profit and loss or to income or to special funds, or 
to operating expenses, or to capital as invested. The Iron 
Eange distributed from 1890 to 1907 a large amount of im- 
provement work, additions to existing tracks, grading, build- 
ings and so forth, and did not add to their capital account, 
but carried it in their operating accounts under profit and 
loss and in special funds, this item of $2,338,529.92. As the 
result of a very careful analysis of such expenditures, while 
those expenditures were going forward, it was customary to 
make a special ledger entry of all those pieces of work, ex- 
pecting that at some time it might be necessary to use them 
for just such a purpose as this, so that all that it was neces- 
sary tp do was to refer to the ledger and find these exact 
items and transfer them to the property account. 

Q. Has this distribution, as you have made it, that is, the 
taking from operating accounts and putting into capital ac- 
count, been done in accordance with the present rules of the 
Interstate Commerce Commission? 

A. It is done in accordance with the present rules of the 
Interstate Commerce Commission. 

Q. If at the time those items were expended the present 
rules had been in force the charges would have originally 
been made to construction? 
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A. Every dollar would have been charged to construc- 
tion, as investment account. 

Mr. Severance: I offer Defendants' Exhibit No. 213 in 
evidence. 

Me. Dickinson : We reserve the exception until later. 

(The tabulated statement referred to was thereupon 
marked "Defendants' Exhibit (Johnson) No. 213, February 
11, 1914," and will be found in the volume of Defendants' 
Exhibits.) 

(Here another tabulated statement was marked "Defend- 
ants' Exhibit No. 214.") 

By Me. Seveeancb: 

Q. I show you Defendants' Exhibit No. 214. "Will you 
state what that is? 

A. Defendants' Exhibit 214 is a statement of the cost of 
road and equipment based first on an actual engineering in- 
ventory of all of its properties as of April 1st, 1901, plus the 
legitimate charges to investment account made on the books 
since that date and inclusive of June 30, 1913. 

Me. Dickinson: That does not go to 1913, does it! 

The Witness: Yes. 

Me. Severance: You will find 1913 and 1912 are separ- 
ated. Judge. 

Mb. Dickinson: On the third page? 

Mr. Seveeance : You will find on the third page it is up to 
June 30th, 1912, with additional items for the subsequent 
year. 

By Me. Severance: 

Q. Was this appraisal as of April 1st, 1901, the appraisal 
mentioned by Mr. McGonagle in his testimony as having been 
filed in the Brown suit, of the Railroad and Warehouse Coiii- 

mission? , « t . 

A. That is the inventory that Mr. McGonagle referred to. 

Q Now, how have you added to that? In what way did 
vou get the figure that you have added to the appraisal of 
April 1st, 1901, bringing it down to the late date you men- 
tioned? 
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A. I first added tlie charges to investment account as 
shown on the books of the company, and to that I have added 
that portion of additions and betterments that was not 
charged to investment account, but was charged to some other 
account, but which under the present rulings of the Commis- 
sion should all have been charged to investment account. 

Q. Did you make this exhibit yourself? 

A. I made this exhibit myself. 

Q. Are you able to state that it is correct? 

A. The statement is correct. 

Me. Severance: I will offer Defendants' Exhibit 214 in 
evidence. 

Me. Dickinson : We will reserve the objection to that also. 

(The tabulated statement referred to was thereupon 
marked "Defendants' Exhibit (Johnson) No. 214, February 
11, 1914," and will be found in the volume of Defendants' 
Exhibits.) 

(Here another tabulated statement was marked "Defend- 
ants' Exhibit No. 215.") 

By Me. Severance: 

Q. I show you Defendants' Exhibit No. 215 and ask you 
what that is. 

A. Exhibit 215 is the cost of road and equipment based 
first on an appraisal made by the State of Minnesota as of 
December 31, 1906, plus the additional investment charges to 
June 30, 1913, plus such items of additions and betterments 
which would under the present accounting systems have been 
charged to investment account, but which have been charged 
to some account other than investment. 

Q. You say first the appraisal made by the State plus 
additions to investment. Do you mean the additions to in- 
vestment originally entered as such on your books "? 

A. Yes. 

Q. And added to them the items which under the present 
ruling should have been added to them? 

A. I thought I stated that. 

Q. You did not state it as fully as that. Now, did you 
prepare this exhibit yourself? 
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A. I prepared this exhibit myself. In column 1 you will 
find the amount shown as $20,024,637.87. This figure is ap- 
proximately $500,000 less than the report made by the engi- 
neering department of the Railroad & Warehouse Commis- 
sion. 

Q. Explain about that. 

A. There seemed to be some doubt as to exactly at what 
point the engineer in charge had chopped it off, so to speak. 
We furnished statements as of December 31st, 1906; the 
engineer made a report which he claimed to be as of some 
time in 1907, and in order to find out the exact line of de- 
markation I went to the engineer 's office with some assistants. 

Q. Whereabouts? 

A. At St. Paul. 

Q. At the office of the Railroad & Warehouse Commis- 
sion? 

A. At the office of the Railroad & Warehouse Commission 
and checked over the original figures, and I found that he had 
omitted all of the equipment purchased for 1906, that he had, 
added all of the equipment purchased in 1907, that he had 
added arbitrarily some construction items for 1907, so that 
to harmonize the statement and bring it down to a true re- 
port as of December 31, 1906, it was necessary to add the 1906 
expenditures for equipment, cut out the expenditures for 
1907, and also cut out the other road expenditures for 1907 
that he had added arbitrarily. The result of doing these 
things reduces the column that I called the engineer's esti- 
mate $500,000, and as is shown on Exhibit No. 215. 

Q. But these items that you took out from the engineer's 
estimate were put in by you, were they not, afterward, as part 
of the additions after December 31, 1906? 

A. Yes; after December 31, 1906, all legitimate charges, 
of course, came in as they appeared on the books. 

Q. This appraisal of the State Railroad and Warehouse 
Commission was published officially, was it not? 

A. Yes. 

Q. You personally made this examination of the details 

of that appraisal? 

A. I personally made this examination, in harmony with 
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the assistant cMef engineer and my own force in the St. Paul 
office. 

Q. And in what form is that appraisal in the office! Is it 
a large document or a small document? 

A. It is, first, a document about the size of this Exhibit 
215. 

Mb. Dickinson : About 14 x 18 inches? 

The Witness: Yes; supported by a very large mass of 
statements of all sizes and shapes, and field notes and other 
engineering data. 

By Mb. Sbvebancb: 

Q. The chief engineer of the Railroad and Warehouse 
Commission at that time was Dwight Morgan, was he not? 

A. Yes. 

Q. Do you know how long Dwight Morgan and his assist- 
ants were at work making this appraisal? 

A. The entire appraisal through the State? 

Q. Yes. 

A. They started on it some time in the early part of 1906, 
and I think they finished it some time in 1908. It was pub- 
lished in 1908, anyway. 

Q. That is, of your road and the other roads ? 

A. Yes. 

Q. And that is the official appraisal made at that time, 
and that is the one that was used in the recent Minnesota 
rate case by the State? 

A. Yes. 

Q. Are you able to state, Mr. Johnson, that these figures 
shown upon Exhibit 215 as the cost of the road, made up on 
the basis you have stated, are correct? That is, are your 
computations, carrying down and correcting certain parts of 
the Morgan appraisal, correct, and are the additions to the 
same correct? 

A. My figures are correct as to changing the amount of 
the Morgan estimate and the additions made to it since. 

Mr. Sevebance : I offer Exhibit 215 in evidence. 

Mb. Dickinson: We will reserve our exception for the 
cross examination. 
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(The table referred to was thereupon marked "Defend- 
ants' Exhibit (Johnson) No. 215, February 11, 1914," and 
will be found in tht volume of Defendants' Exhibits.) 

Me. Severance: I ask to have this paper marked as De- 
fendants' Exhibit 216. 

(The paper was marked "Defendants' Exhibit No. 216.") 
By Me. Seveeance: 

Q. I show you Defendants' Exhibit 216. Will you state 
who made that? 

A. Exhibit 216 was made by myself. 

Q. What is it? 

A. It shows in detail, first, the net profits — in other words, 
the surplus from operation of the road from the years 1901 
to 1913, inclusive. 

It shows the reproduction cost of the road based on the 
appraisal of 1901, which is Exhibit 214. 

In the next column it shows the percentage relation of the 
profit to the investment, for the years named, 1901 to 1913. 

It also shows the average, at the bottom, for the entire 
period. 

The next column, column No. 3, is the appraisal made by 
the State of Minnesota, which is Exhibit 215. 

Q. Plus the additions to the same, as shown by Exhibit 
215? 

A. Yes ; plus the additions as shown by Exhibit 215— 
whatever is in there. It shows the percentage relation, the 
profits based on that cost of road. 

Column 4 shows the ledger cost of the road, as shown in 
Exhibit 214, and the percentage relation of the profits based 
on that cost. 

Column 5 shows what column 1 would be if the ore rate 
had been reduced to 60 cents a gross ton for each and every 
year named in the statement. 

Column 6 shows the percentage relation of net income as 
shown in column 5, the proportion it bears to the investment 
shown in column 4, the Iron Eange cost of road as shown in 

Exhibit 213. 

The last column, column No. 7, shows the percentage pro- 
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portion of tons of iron ore hauled to all other tonnage hauled 
for the years named. 

Q. I observe that in the year 1913 you have the same 
actual net profits shown in column No. 1 that you have in 
column No, 5 ; that is, for the year ending June 30, 1913. 

A. Yes. 

Q. And therefore that was the first fuU year in which the 
60 cent rate had applied? 

A. Yes; that is the first year in which the 60 cent rate 
applied. 

Q. That is the reason the figures in the two columns are 
identical? 

A. Yes. 

Me. Dickinson : Which columns are those? i 

Mr. Severance : Column 1 and column 5. 
Mr. Dickinson: On Exhibit 216? 
Mk. Severance : Yes. 

By Mk. Severance: 

Q. These items in column 7 were taken by you from the 
books and records of the company for the years named? 

A. Yes, sir. 

Q. And they are correct, are they? 

A. They are correct. 

Q. Beginning with 1901, in column 2, you increase the 
valuation from year to year, the reproduction cost ; in making 
those figures for the years subsequent to 1901, do you or do 
you not make the same changes from charges originally made 
to operation to the construction account that you did in the 
case of these exhibits? 

A. Yes ; those figures are in touch and harmony with these 
statements in every respect. 

Mr. Severance: I will offer in evidence Defendants' Ex- 
hibit 216. 

Mr. Dickinson : We reserve our exception. 

(The table referred to was thereupon marked "Defend- 
ants' Exhibit (Johnson) No. 216, February 11, 1914," and 
will be found in the volume of Defendants ' Exhibits. ) 
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By Mr. Severance: 

Q. Mr. Johnson, this rate of 60 cents, and the former rate 
ot 80 cents on iron ore, was for a gross ton or a net ton? 

A, That was per gross ton. 

Q. And is per gross ton still? 

A. And is per gross ton still. 

Q. Are railroad rates generally in the State of Minnesota 
fixed by public authority? 

A. Yes, sir. 

Q. You have there now a distance tariff, have you not? 

A. We have a distance tariff— called the Cashman Bill, 
in effect January 1, 1914. 

Q. Have any orders been made, and are any orders in 
effect, made by the Railroad and Warehouse Commission 
fixing rates under that tariff? 

A. The Railroad and Warehouse Commission has put into 
effect its schedule of rates as authorized by that act of the 
Legislature. 

Q. You are familiar with those tariffs, are you not, Mr. 
Johnson? 

A. Yes, sir. 

Q. What is the average haul of ore on the Iron Range 
road? 

A. Seventy miles. 

Q. What is the rate under the published distance tariff in 
the State of Minnesota on wheat for 70 miles ? 

A. It is $1,456 a gross ton. 

Q. How much a hundred pounds? 

A. Six and a half cents per hundred pounds. 

Q. What is the rate under the distance tariff in Minnesota 
on coarse grain? 

A. It is $1,366. 

Q. How much a hundred pounds? 

A. 6.1 cents. 

Q. What is the distance tariff rate in the State of Minne- 
sota on anthracite coal for 70 miles? 

A. It is 87 cents a net ton ; 971/2 cents a gross ton. 

Q. Is it exactly a half? 
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A. No, sir ; 97.44 cents. 

Q. Practically 971/2 cents? 

A. Yes. 

Q. "WTiat is the distance tariff in the State of Minnesota 
on soft coal, for 70 miles? 

A. Seventy cents a net ton ; 78.4 a gross ton. 

Q. What is the distance tariff for the State of Minnesota, 
for 70 miles, on lumber? 

A. 5.9 cents per hundred pounds; $1,321 a gross ton. 

Q. What is the distance tariff, for 70 miles, in the State 
of Minnesota on common hriek? 

A. Four cents per hundred pounds ; 89.6 cents a gross ton. 

Q. What is the distance tariff rate, for 70 miles, in the 
State of Minnesota on building or paving stone? 

A. Four cents per hundred pounds, and 89.6 cents per 
gross ton. 

Q. What is the distance tariff rate in Minnesota, for 70 
miles, on crushed rock, gravel and cinders? 

A. Three cents a hundred pounds ; 67.2 cents a gross ton. 

Q. What is the distance tariff rate in the State of Minne- 
sota, for 70 miles, on cement? 

A. 5.3 cents per hundred pounds; $1,187 per gross ton. 

Mr. Dickinson : Did he say what it was on ore ? 

Mr. Severance: Sixty cents a gross ton. 

Mr. Dickinson : Does the tariff show that? Has he stated 
that the tariff is 60 cents ? 

Mr. Severance : All the ore moves at 60 cents. 

Mr. Dickinson : I do not know whether he shows that this 
tariff made it that. 

By Mr. Severance: 

Q. What is the tariff rate on iron ore? 

A. The Cashman tariff rate? 

Q. I don't know whether they have a Cashman tariff 
rate. 

A. Yes, they have. 

Q. What is it? 



HORACE JOHNSON. 11805 

A. It would be $1,388 a gross ton. 

Q. What is the rate at which all the ore moves? 

A. Sixty cents a gross ton. 

Q. Do the same rates apply over the Great Northern and 
the Soo and the Northern Pacific and the Iron Eange and the 
Missabe on ore from the various mining districts! 

A. Yes, sir. 

Q. I mean to the Lake ports. 

A. Yes. 

Q: And those rates apply irrespective of the actual dis- 
tance from the mine'? 

A. Yes, irrespective of the distances. It is a blanket rate 
applying from the mines to Lake ports. 

Q. Are some of the mines on the Iron Range farther than 
70 miles from the docks at Two Harbors? 

A. Yes. 

Q. How far are they? 

A. Practically our farthest mine is 90 miles. 

Q. In making up this average of 70 miles did you figure 
that on a tonnage basis or on an average distance basis of 
the various mines that you serve? 

A. It is worked out monthly by taking the number of tons 
of ore that move from each mine to the docks, multiplying it 
by the total distance traveled, and so getting the average mile- 
age in that way. 

Q. And is almost exactly 70? 

A. Almost exactly seventy. 

Me. Severance : You may cross examine. I will state on 
the record that if counsel desires I am ready to produce the 
published distance tariffs. 

Mr. Dickinson: Yes. We would like to look at them. 
Have you them with you? 

Mr. Severance : No, but we can send for them to Minne- 
sota. 

Mr. Dickinson : I think probably it would be well if you 

can do that. 
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CROSS EXAMINATION 

By Mr. Dickinson: 

Q. Take Defendants' Exhibit 213, and the item "right of 
way and station grounds," $5,000,000 and over. What does 
that show; what does that comprehend? 

A, That represents the money paid out for rights of way, 
terminal grounds and facilities at various points on the road, 
wherever they exist. 

Q. That is to say, all paid out for those items from the 
beginning of the road? 

A. From the beginning of the road. 

Q. Down to what time? 

A. Down to June 30th, 1913. 

Q. Does it embrace any improvements on station grounds 
or buildings? 

A. No, sir. 

Q. That is just the cost? 

A. Just the land cost. 

Q. Now, do you know whether any of those have been 
parted with, that they originally bought? 

A. No, they have not. If so be that some piece of land 
may have been parted with in the past it has been charged 
off so that that only represents what we have to-day. 

Q. Then that does not represent the accumulation merely 
of the various items of cost, but it represents those after 
charging off anything that has accrued from sales? 

A. It represents exactly what we had on June 30, 1913. 

Q. But based on the original cost? 

A. Based on what we paid for it. 

Q. On what you paid for it? 

A. Yes. 

Q. Is there any increase included in that? 

A. No, sir. 

Q. Who kept those original books from which that item 
was taken? 

A. I kept the original books from 1888 to 1906 myself; 
back of that I did not keep them. 
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Mr Severakce: I think Mr. Johnson misspoke two or 
three times m answering your questions. He says that this 

ttTulfso^rmr '' '^^^ ''' ''''■ ' *^^^ ^^ — * ^- 

Mr. Dickinson: It says 1913 at the top here 

Mr. Severance: No, but that item you call his attention 

IVn "^Z 1^^°"' ^^^* ^^ *^ ™^^^ ^P the cost to June 30th, 
191^. Ihen there are additional items set down below. 

By Mr. Dickinson: 

Q. How is that? 

A. That is correct. I was speaking of Exhibit 213. Ex- 
hibit 213 does go down to June 30th, 1913, but on page 1 you 
will find "right of way and station grounds $5,083,969.71," 
and you will find some more moneys expended on page 2, 
"right of way and station grounds, $1,774.50." 

By Mr. Severance: 

Q. Then you find additions between June 30th, 1912, and 
June 30th, 1913, as a separate item? 

A. Yes. 

Q. And answering Judge Dickinson, that item only ap- 
plies to June 30th, 1912? 

A. Yes, it does. 

By Mr. Dickinson: 

Q. You said you kept the books down to 1906 ? 

A. Yes. 

Q. You did not keep them after that? 

A. No ; not personally. 

Q. So, whatever is involved in that after 1906 you took 
from entries made by other people? 

A. It is under my charge. I am the superintendent. That 
is my business, the books are under my control and the men 
are under my control. I direct and superintend it. I do not 
make every mark on the books. 

Q. These men make the entries under your general super- 
vision? 
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A. Yes ; I am the auditor ; from 1906 I have been the su- 
pervisor, the superintendent, the one responsible. 

Q. I understand that, but they did the work, and made the 
original entries, and made them from the original documents 
since 1906? 

A. Undoubtedly so. 

Q. Isn't that correct? 

A. That is correct. 

Q. Now, "bridges, trestles and culverts," the sixth item 
there, does that item of $460,000 plus — I do not give the 
smaller figures — represent repairs, or does this simply mean 
new bridges, trestles and culverts ? 

A. New bridges, trestles and culverts. 

Q. Where did your items of repair go in, under what 
head? 

A. Under operating sheets, and under repairs to bridges, 
culverts and trestles. 

Q. So that there is nothing here, then, that covers better- 
ments of any kind? 

A. No. Did you say betterments? 

Q. Well, repairs or replacements? 

A. No, no replacements. 

Q. And suppose you tore out a bridge and put in a new 
bridge. Would the new bridge go into this account? 

A. No, sir. 

Q. It would not go iato this account? 

A. No. 

Q. So, what you expended, then, on a new bridge in place 
of a discarded one would not go iuto this account at aU ? 

A. If the bridge was of the same value it would not. If 
the new bridge was of increased value over the old bridge 
that part that was increased in value would appear in that 
account No. 6. 

Q. The part of increased value? 

A. The part of increased value. 

Q. Then the betterments to that extent would come into 
this account? 
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A. I did not make any answer on betterments. You with- 
drew that. 

Q. I ask you now if they would. 

A. The additions and betterments are in that account. 

Q. Now, the ties that you have given here, $467,000-plus, 
what does that represent? 

A. The original cost of the original ties put into the track. 

Q'. So that included not merely the cost of the ties, but 
the labor account also ? 

A. Yes, and the construction. 

Q. Take the item "track laying and surfacing," $368,000- 
plus; what does that represent? 

A. It represents the actual cost of surfacing and grading 
and fastening the rail to the ties, fastenings and so forth ; in 
fact, completing the finished track on the grade, the labor 
of the finished track on the grade. 

Q. What account do you carry resurfacing in^ 

A. That is an operating expense. 

Q. This does not represent anything of that sort at all? 

A. No, sir. 

Q. Take your telegraph and telephone lines, $126,000-plus ; 
in what account do you carry replacements? 

A. Eepairs of telegraph and telephone lines in the operat- 
ing accounts. 

Q. That is to say, if any poles were replaced none of them 
are in this account? 

A. No, sir. 

Q. They are all in another account? 

A. Yes. 

Q. Now, take item 18, station buildings and fixtures, 
$132^000-plus, what does that represent? 

' A. It represents the construction of the various station 
buildinp-s and the cost of fixtures originally installed in the 
original buUdings. 

Q. What about repaii's to those buildings? 

A. The repairs are not included. 

Q. They are carried in what? 
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A. They are carried in operating sheets, operating ex- 
pense accounts. 

Q. Is that true about item No. 20, shops, engine houses 
and turn-tables? 

A. Yes. 

Q. Now, those are just the items of cost as shown by the 
books, are they? 

A. Yes. 

Q. You had nothing to do with the purchases ? 

A. Yes. 

Q. What did you have to do with the purchases of rails? 

A. I saw that the prices paid for rails were the same 
prices that the rails had been contracted for. 

Q. But you had nothing to do with the construction of the 
road, did you? 

A. No, I am not a physical constructor, but I have had 
everything to do with the details of the book construction. 

Q. Was this road built by this company itself or did it 
contract it? 

A. This road was built by this company. 

Q. Itself? 

A. Yes. 

Q. There was no contracting company that did it? 

A. Under contract at different times and to different 
people; that is, their own contractors. 

Q. You mean there was no construction company? 

A. No construction company. 

Q. Now, take your item of equipment, freight cars, 
$5,000,000-plus. What does that represent? 

A. It represents the actual money paid for equipment in 
existence on the line of the road at that time. 

Q. Does that mean new equipment only? I mean equip- 
ment that came to the road in the first instance ? 

A. Not necessarily, because a good deal of that has passed 
out of existence. It is the going value of the property as it 
exists to-day; all repairs and so forth have been charged to 
operating expense the same as the other accounts you re- 
ferred to. 
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Q. You say this item of $5,000,000 and more for freight 
cars represents the going value as of when? 

A. Plus — of course you have some more statements here 
as of June 30th, 1913. 

Q. I mean, taking this item here, what does that repre- 
sent? 

A. That item represents what we paid for the equipment. 

Q. I understood you a moment ago to say it represented 
the going value. 

A. That is what we paid. 

Q. Then it does not represent going value, does it, as of 
any particular date? 

A. No, not perhaps in that sense. Perhaps I ought to 
have amended that ; not in that sense. What I meant to say 
was the going value to us, that is what I meant to say, the 
cost to us, what we paid for it ; that is what I meant to say, 
what we paid for it. That is the invoice value of the equip- 
ment. 

Q. How about repairs on cars? 

A. Eepairs are not in there. 

Q. Not at all? 

A. No, they are charged to operating expense. 

Q. And replacement of cars? 

A. In operating expenses. 

Q. Do you mean to say that if a car were smashed up in 
a wreck that would not go in here if you bought a new car? 

A. No, sir. 

Q. And it is put in operating expense? 

A. In operating expense. 

Q. Did you make good that way from operating expense 
for your losses in cars or equipment by wrecks or otherwise? 

A. Yes. 

Q. And the cost of the new car was put into operating ex- 
penses? 

A. Provided it was the same cost ; if it was a higher cost. 
Naturally your investment account would get some of that 

higher cost. 

Q. Do you know whether in this five million dollars plus 
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there is any element at all which represents the difference be- 
tween replaced cars and the new cars? 

A. Yes, there is some, because we originally had wooden 
ore cars and we now have steel cars, and the difference be- 
tween the wooden car and the steel car is in there. 

Q. It is in there? 

A. Yes. 

Q. Before you had steel cars, when you had wooden cars, 
does this represent the difference in value between a car that 
was wrecked and destroyed and the new car ? 

A. Provided it cost more — ^provided the car that replaced 
it cost more. 

Q. All you know is that this represents the amount paid 
at the time, as per the contracts that were made at the time, 
for the purchase of these various things? 

A. Well, I know that it is the money we paid for those 
various things, and I know the money we paid is the same 
as we contracted to pay. 

Q. And that is all you know about it? 

A. I know that much. 

Q. You were not the treasurer, were you? 

A. No, sir. 

Q. You did not pay the money out, did you? 

A. I audited the treasurer's accounts, and I know that he 
paid the money. 

Q. But your fimctions extended merely to the matter of 
book accounts? 

A. My function is that of accountant and auditor, respon- 
sible for the correct distribution of figures, and so forth. 

(Whereupon a recess was taken until two o'clock p. m.) 
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AFTER EECESS. 

HORACE JOHNSON, 

the witness under examination at the talcing of recess, re- 
sumed the stand. 

CROSS EXAMINATION (Continued) 

By Me. Dickinson: 

Q. Mr. Johnson, you gave the rate fixed by the Minnesota 
Co mm ission on iron ore hauled upon the railroads within the 
State of Minnesota. What ore hauls by the Duluth & Iron 
Range RaUroad or the Duluth, Missabe & Northern are sub- 
ject to that rate, other than what is delivered to the United 
States Steel Corporation for its own consumption in Minne- 
sota? 

A. The Iron Range and the Missabe roads haul iron ore 
for local consumption in Duluth. 

Q. To what concerns do they haul it for local consump- 
tion other than what is consumed by the United States Steel 
Corporation or its subsidiaries? 

A. We haul it for the Zenith Furnace Company in Du- 
luth. There is no local consumption in Duluth other than that 
of the Zenith Furnace Company. 

Q. And all of the balance is hauled in interstate com- 
merce, is it not? 

A. Yes; so far. 

Q. When did you first begin with the Duluth & Iron 
Range Railroad Company? 

A. I went to work for them on November 27, 1888. 

Mr. Severance: Judge, would you mind asking him 
whether the Zenith Furnace Company pays the rate fixed by 
the Railroad and Warehouse Commission, or the 60 cent 
rate? 

By Mr. Dickinson : 

Q. What rate does the Zenith Company pay! 

A. We have not hauled any for them this year, but when 
we do haul it for them it will be the state rate. 
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Q. You have not yet made any charge? 

A. No. 

Q. Did they pay the 80 cent rate when that was in force? 

A. They paid the 80 cent rate when that was in force. 

Me. Seveeance: And the 60 cent rate since? 
The Witness : And the 60 cent rate since. 

By Me. Dickinson : 

Q. What tonnage did you haul for them in 1913? 

A. I can only state in a general way that it was some- 
where about 50,000 tons. I do not state that positively. It 
would require some research to find it. 

Q. That is as nearly as you can approximate it ? 

A. Yes. 

Q. In what capacity on November 27, 1888, did you go with 
the Duluth & Iron Range Railroad Company? 

A. I went there as a supervisor of all of the accounts of 
the railroad company, both financial and operating, treasury, 
car accounts, construction accounts, operating accounts, mat- 
ters in connection with general freight and passenger busi- 
ness, buying the material, disbursing the material, receiving 
the material, pay rolls, claims, loss and damage, and, in fact, 
I think I may say everything in connection with the railroad, 
except, perhaps, getting out on the track and digging the 
ditch. 

Q. What do you mean by "digging the ditch"? 

A. I mean that I did not do the physical work on the road- 
bed. I did not do the physical work. 

Q. Did you operate the engines? 

A. I did not operate the engines. 

Q. Did you do any physical work except in connection 
with the accounting? 

A. Accounting and matters that relate to accounting. 

Q. Then there is a good deal of physical work done on the 
road, beside digging the ditches, that you did not do ? 

A. That is a common phrase to describe it. That is the 
ordinary shop phrase to describe it. 

Q. You really had nothing to do except with the account- 
ing? 
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A. I had to do with all of the traffic— general freight and 
passenger traffic; I had to do with that. 

Q. What do you mean— you were the traffic manager? 

A. I was assistant to the traffic manager. 

Q. That road was then in operation when you went to it, 
was it not? 

A. Yes. 

Q. How long had it been in operation? 

A. The first ore was moved in August, 1883. 

Q. How many miles of the road had been built and were 
in operation when you went to it? 

A. In 1888 the main line was built from Duluth to Ely, a 
distance of approximately 117 miles, not including sidings 
and yard tracks. I don't remember the exact figures at that 
time. I am quoting the main line mileage. 

Q. And it was equipped? 

A. Yes, sir. 

Q. And in operation at that time? 

A. Yes. 

Q. Prior to your going there, November 27, 1888, you had 
nothing to do with the making of the original entries or super- 
vising the making of the original entries of things that had 
transpired previous to your going there? 

A. No, sir. 

Mb. Dickinson : We object to so much of Exhibit 213 as is 
based upon any data or accounting prior to November 27, 
1888, as secondary and hearsay and incompetent. 

We also object to so much of said exhibit as is based upon 
original entries made in the books and accounts of the com- 
pany after 1906, on the ground that this witness did not make 
them himself, and that, as to him, it is secondary and hearsay. 

By Mb. Dickinson : 

Q. These tables go back to the beginning of the road, do 
they — the cost of it? 

A. Yes, sir. 

Q. In Exhibit 214, explanatory note, column 1, page 2, you 
say: " Eeproduction value of road and equipment as of April 
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1, 1901," and on Exhibit 216, column 2, yon say: "Reproduc- 
tion cost of road and equipment as of April 1, 1901." 

Now, which, is it — reproduction value or reproduction 
cost? 

A. I have used the two words as synonymous. 

Q. Which did you take — the cost or the value ? 

A. I cannot quite see the difference. 

Q. As of the time this return was made, did you give the 
then value, or did you go back and take the original cost and 
put that in, under these columns ? 

A. It is the reproduction cost or value at that time — 1901. 

Q. And it was not, then, the cost as shown by the books 
prior to that? 

A. No, sir. 

Q. You had nothing to do, yourself, with the question of 
valuation? 

A. Yes, I had something to do with it. 

Q. What did you have to do with it? 

A. I compiled the returns made by the engineering depart- 
ment and by various experts, and made up the tables at that 
time, making up that total. 

Q. So your work was purely compilation work, based upon 
estimates of value made by engineers and experts ? 

A. That is true. 

Q. And this column No. 1, then, represents your work 
compiling estimates of value, as of that time, made by various 
experts and engineers? 

A. That is true. 

Me. Dickinson : We object to Exhibit 214, column 1, and 
also to Exhibit 216, column 2, on the ground that it is based 
upon experts' opinions and valuations of others than the wit- 
ness, and is a mere compilation from sources which are not 
reproduced; that it is secondary, and that we have not had an 
opportunity of examining those witnesses who made those 
valuations. 

By Me. Dickinson: 

Q. Column No. 2 on Exhibit 214: what does that represent 
— value or book cost? 
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A. That represents the amounts of money actually paid 
for that work. 

Q. And that is added to the other? 

A. And that is added to the other. 

Q. What period of time does that take in? 

A. Column No. 2 extends through onto page 2, and ex- 
tends down to June 30, 1912, and then onto page 3, bringing 
it down to June 30, 1913. 

Q. And part of that time ; that is, after 1906, you did not 
make the original entries yourself ; they were simply made in 
your ofl&ee under your general direction? 

A. Yes, sir. 

Me,. Dickinson : We except to so much of column 2, ex- 
hibit 214, pages 1, 2 and 3 as is based upon original accounts 
and book entries made after 1906, as the same were not made 
by the witness and as secondary and hearsay. 

By Me. Dickinson : 

Q. Now, on page 2, under Eoman numeral III, item 43, 
you have "Law expenses, administration and legal expenses, 
4 per cent, of construction, 1 to 351/2 inclusive, less items 1 
and 32, $461,394.62." 

Now, how much of that represents salaries and how much 
for legal expenses ? 

A. I cannot tell you; that is in the estimate column and 
is the standard percentage which nearly all states have ap- 
plied in reproduction of values; the States of Wisconsin, 
Oregon and Idaho ; it is a standard percentage applied to that 
class of work. 

Q. What character of charge goes forward, if not in the 
same amount as shown there, at least it does go forward, does 
it not, into the summaries on Exhibit 216, upon which you 
have based your calculation of percentages and profits? 

A. That item is eventually in that Exhibit 216, column 2. 

Q. So you capitalized what you paid out for law expenses? 

A. It amounts to that. 

Q. And what you have paid out for salaries and adminis- 
tration ? 
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A. I did not say we had capitalized anything we paid out 
for law expenses; a law expense is an expense. There are 
no expenses in this. This is the standard four per cent, which 
is allowed by the various boards of commissioners in adminis- 
tration and legal expense for constracting a road, and it is 
the standard. That has no bearing whatsoever on any law 
suit, or defending a law suit, or the expenses in a law suit; 
it is the legal expense for handling the construction of a 
road, and it is the standard. 

Q. That is an arbitrary amount? 

A. It is an arbitrary amount based on the best evidence 
we have been able to get. 

Q. You have assumed it to be four per cent. ; do you know 
the actual amount you paid out ia law expenses for that pur- 
pose? 

A. Not in a reproduction value you do not; you do when 
you build a road. On estimate so and so^ — estimate No. 1 

Me. Severance: You do not mean estimate No. 1. Esti- 
mate No. what? 

The Witness: On Exhibit 214, which is the real costs of 
property; the exact amount is shown that has been used. 

By Me. Dickinson: 

Q. But this was all built, at least the main line or a large 
part of it, on which this item was based, was built before you 
went there. 

A. Before I went where? 

Q. "Went with this company. 

A. Yes, the main line was all built before I went there. 

Q. And you do not know how much of that $461,394.62 can 
be attributed to the period before you went with the com- 
pany? 

A. No, nor to any part of that time ; it is a reproduction 
value as of 1901. Reproduction value means that you start in 
and build that road exactly on April 1st, 1901, and make an 
estimate of what it will cost to build the road. That is what 
that estimate means. 
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Q. And you just assumed that the law expenses would be 
that? 

A. No, we didn't assume it; it is a standard. 

Q. Well, you assumed it on the basis of a standard prac- 
tice? 

A. On the basis of a standard practice. 

Q. But you have no figures showing what that could be? 

A. It could not be on a reproduction basis,, could not be. 

Q. Take item 47 under the same heading, "Interest and 
commission (interest 6% for one and a half years, 9% of cost 
all items of construction and equipment), $1,468,506.99." 
Now, what is that? 

A. That is an estimate of the length of time it will take 
to build the line and the amount of interest that woiild be paid 
for financing the road, and furnishing the money to build 
the road with during that time. That is a standard rule simi- 
lar to No. 43. 

Q. That finally goes into the summary upon which you 
base your percentages of earnings? 

A. Yes. 

Q. Item No. 48, "Other Expenditures (Contingencies 5% 
of construction and equipment), $776,987.82. What other ex- 
penditures are those? 

A. Well, there are a great many expenditures in building 
a road that do not come under any particular classification. 
For instance, there are all the expenses of the auditor's office, 
there are expenses in constructing a road such as bonds for 
contractors; there are cases where contractors fall down on 
delivering the contract, involving losses. I do not know that 
I can tell you exactly all of the expenditures that make up 
contingencies, but there are a great number of them in actual 
life, in actual fact, and in actually building a road, that are 
not covered by any of the foregoing items of construction, and 
that five per cent, is the standard adopted by the various com- 
missions and various railroads in estimating the reproduc- 
tion value. 

Q. Did you add those items? 

A. Those items were added by ourselves in making up the 
appraisal. 
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Q. That is to say, you took the appraisal made by the 
experts and added those items? 

A. Yes; we followed the regular procedure. 

Q. And they gave their estimates of the then existing value 
of the road? 

A. Yes. 

Q. And then to that you added these? 

A. Yes. 

Mr. Severance: Do you mean value or cost, Judge? 

Me. Dickinson: Value; he said value. 

The Witness : I said that value and cost were synonymous 
in this case. 

Mb. Dickinson : I understand, but they gave an estimate 
of their views of the value, didn't they? 

The Witness : They worked out a basis of what it would 
cost to rebuild that road at the going prices at that time ex- 
actly, April 1st, 1901; that is what it would cost to rebuild 
that road if you had to build it at that time. 

By Me. Dickinson: 

Q. You simply copied this appraisal made by the State of 
Minnesota; your work there was merely copying work, was 
it? 

A. Yes ; it is of course a public record. 

Me. Dickinson: We object to Exhibit 215 as being in- 
competent and irrelevant, on the ground that it is res mter 
alios acta, that the Government has no opportunity of exam- 
ining the witnesses upon whose testimony the Commission 
acted, or examining into the basis upon which the appraisal 
was made. 

We object to each of the Exhibits 213, 214, 215 and 216 
because based in part upon secondary evidence and hearsay; 
but this objection does not extend to the fact of 215 being a 
copy of the appraisal made by the State of Minnesota. 

REDIEECT EXAMINATION 

By Mr. Severance: 

Q. When was this mileage distance tariff in Minnesota 
effective? 
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A. January 1, 1914. 

Q. You stated you had not shipped any ore to the Zenith 
Company since that time? 

A. No. 

Q. Is that a compulsory tariff or a maximum tariff! 

A. It is a maximum tariff, which is to be held in any court 
in the State as a reasonable rate, and not subject to attack. 

Q. That is under the statute? 

A. Yes. 

Q. Has your road made regular returns year by year to 
the Interstate Commerce Commission, as provided by the 
Interstate Commerce law? 

A. We have made returns to the Interstate Commerce 
Commission from 1883 on, every year — sworn statements. 

Q. From 1883? 

A. From 1883 or 1884. 

Q. When was the Interstate Commerce Act passed? 

A. It was passed a long time before that. It was passed 
when I was in Chicago — a long time ago. 

Q. I think you are mistaken about that. 

Me. Seveeanoe: How is that, Mr. Colton? Was it not in 
1887? 

Me. Colton : In 1887, 1 think. 

The Witness : I have got reports in my office to the I. C. C. 
in 1883 or 1884. 

By Me. Severance : 

Q. I do not see how you could have, because I do not think 
there was any such commission at that time. 

A. I will say, then, that we have made reports to the Inter- 
state Commerce Commission from the beginning of the I. C. 
C. 's demand for reports. The other is taken from memory, 
and I may be mistaken about that; but I have reports to the 
Interstate Commerce Commission right from the beginning. 

Me. Seveeancb : That is all. 
Me. Dickinson : That is all. 
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EDWARD S. KEMPTON 

was called as a witness on behalf of the defendants, and being 
first duly sworn, testified as follows : 

DIRECT EXAMINATION 

By Me. Sevbeance: 

Q. Where do you live, Mr. Kempton? 

A. Duluth, Minnesota. 

Q. How long have you lived there? 

A. Since the 27th of September, 1893. 

Q. What is your business ? 

A. I am now auditor and treasurer of the Duluth, Missabe 
& Northern Railway Company. 

Q. How long have you occupied the position of auditor of 
that road? 

A. Kjiown as auditor about five years ; but I have always 
been chief accountant of the road, since I came to Duluth; 
that is, since September 27, 1893. 

Q. When was the road opened for traffic? 

A. The original first part of the road was opened for 
traffic October 6, as I recollect it — in October, anyway, and I 
think the 6th of October, 1892. 

Q. Then it had been running just a few months when you 
came to the road? 

A. Just started, practically. 

Q. And you have been the chief accounting officer ever 
since, have you? 

A. Ever since. 

Q. And as such chief accounting officer, are you the cus- 
todian of accounts showing the cost of the road and the books 
in which the same are entered ? 

A. Yes, sir. 

Q. And have you been all this time ? 

A. All the time. 

(By request of Mr. Severance, a paper was marked "De- 
fendants' Exhibit No. 217."^ 
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By Mb. Sbveeance: 

Q. I show you Defendants' Exhibit No. 217, consisting of 
three sheets. Will you state in general what this isf 

A. This is a statement of the cost of the railroad prop- 
erty, not including any discounts on bonds, but including 
some particular items of construction work that was, in the 
early period of the life of the road, charged to operating 
accounts. It includes all costs, construction costs, including 
equipment, up to June 30, 1913, excluding anything, as I have 
said heretofore, as to discount and interest. 

Q. The second page of this exhibit is headed ' ' Description 
of equipment on hand June 30, 1912, and actual cost of the 
same. ' ' That is included on the first page as one of the items 
in the recapitulation? 

A. Yes. 

Q. That is the detail of one of those items? 

A. Yes. 

Q. And on page 3, headed "Amounts expended on prop- 
erty accounts, July 1, 1912, to June 30, 1913," aggregating 
$787,375.94, that is also found in the recapitulation on page 
1, is it not? 

A. It is. 

Q. Who made up this Exhibit 217? 

A. I did. 

Q. And from what source did you make it up ? 

A. From records, in the books of the company. 

Q. Are they the regular books of account of the company? 

A. Books of account of the company, and also taken from 
reports that I have made to the Interstate Commerce Com- 
mission from year to year that I have sworn to heretofore. 

Q. Can you state whether or not Exhibit 217 is a correct 
statement of the matters purporting to be covered by it? 

A. It is. 

Q. And are all .the sources of information, such as books 
of record and accounts, under your custody as the accounting 
officer of the Corporation? 

A. They are. 

Q. And have been during all this period? 

A. Yes, all the accounts. 



11824 EDWAED S. KEMPTON. 

Mr. Severance : I offer Exhibit 217 in evidence. 

(The tabulated statement referred to was thereupon 
marked "Defendants' Exhibit (Kempton) No. 217, February 
11, 1914," and will be found in the volume of Defendants' 
Exhibits.) 

By Me. Severance: 

Q. I notice, Mr. Kempton, in making the figures on the 
first page you have a certain line of items aggregating 
$5,786,541.36, headed "Expenditures classified according to 
Interstate Commerce form in force to June 30th, 1897," and 
another column aggregating $8,708,257.68, headed "Expendi- 
tures classified according to form in force July 1st, 1897 to 
June 30th, 1907." And a third column aggregating $4,291,- 
677.44, headed "Expenditures classified according to form 
since July 1st, 1907, to June 30th, 1912." What was the rea- 
son for the subdivision of those accounts! 

A. Those three subdivisions are in accordance with the 
form classification prescribed by the Interstate Commerce 
Commission for each of the several periods. 

Q. I call your attention to page 1 of this exhibit, to an 
item $973,965.26, entitled "Cost of additions and better- 
ments to road made prior to July 1, 1907, and charged 
operating account." How does it happen that those items 
did not appear in the detailed list at the top of the page? 

A. I thought it proper and better to show such construc- 
tion items in a separate statement, on account of the items 
making up that amount having been charged to operating ac- 
counts. 

Q. Well, how many years ago was it that those items were 
charged to operating accounts? 

A. It was prior to 1907, prior to July 1, 1907. 

Q. That is prior to the present accounting rules of the 
Interstate Commerce Commission? 

A. Yes. 

Q. And you simply picked out, did you, from the oper- 
ating accounts prior to that time those items which under the 
present rule would be charged to construction? 

A. I did so. 
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Q. And is tliat item correct? 

A. That item is absolutely correct. 

Q. Does this list of equipment together with cost on page 
2 of this exhibit include equipment on hand June 30th, 1912, 
or other equipment? 

A. That is equipment actually on hand on June 30th, 
1912, and put in at the price or cost actually paid. 

Q. In this list of items aggregating $787,375.94 appear- 
ing on page 3 of this exhibit, amounts expended in property 
accounts July 1, 1912, to June 30th, 1913, I observe two 
items, one engineering, $907.55, and the other, item 6, bridges, 
trestles and culverts, $10,861.22, in red ink. Will you kindly 
explain why those items appear in red ink? 

A. Bridges, trestles and culverts, while I cannot just now 
name the particular bridge or anything of that kind, it can 
easily happen in accounting practice that we have credits in 
excess of charges in any one period. 

Q. What about the engineering item? 

A. That was some engineering, some expenses that were 
wrongfully charged up to that account, and a proper credit 
was made on account of the error ia charging the mistake in 
the company's books. 

(Here a tabulated statement was marked "Defendants' 
Exhibit 218.) 

By Mr. Severance: 

Q. I show you Exhibit 218 and I will ask you if that is the 
detail making up the item of $973,965.26 appearing on the 
first page of Exhibit 217? 

A. That is. 

Q. And was that made by you? 

A. That was made by me. 

Q. Were those various items taken out of the operating 
account and transferred to the construction account by you 

personally? 

A. It was ascertained from the operating account after 
a thorough examination and investigation by myself as to 
the fact, that those items were construction accounts and not 
operating accounts; that if this work had been done at the 
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present time the charges would have been made to construc- 
tion account. 

Q. I say, you did this yourself? That is what I mean. 

A. Yes. 

Q. And that is the detail making up this item on page 
1? 

A. It is. 

Me. Severance: I will offer that in evidence. 

(The tabulated statement referred to was thereupon 
marked "Defendants' Exhibit (Kempton) No. 218, Febru- 
ary 11, 1914," and will be found in the valume of Defend- 
ants' Exhibits.) 

(Here another tabulated statement was marked "Defend- 
ants' Exhibit 219.") 

Q. I show you Exhibit 219 and ask you if that exhibit 
was prepared by you. 

A. It was. 

Q. And in what manner did you arrive at the items ap- 
pearing from 1907 to 1913, respectively, entitled "Total in- 
vested in the railroad at the close of each of the years 
named"? 

A. The basis of the items in that column mentioned is this 
Exhibit 217, so far as the $29,793,406.55 is concerned. The 
other amounts are ascertained by working back to 1907, tak- 
ing out of the $29,793,406.55 the amount of construction cost 
each year. 

Q. And included in those costs for each year, have you 
put in the various items shown on Exhibit 218, so far as they 
were applicable to the years in question? 

A. Yes, sir. That would be only applicable to the year 
1907. 

Q. Do you want to explain more fully? 

A. Yes. The items of construction cost making up the 
total of $973,965.26, that appears on Exhibit 217, are in- 
cluded in the item appearing against the year 1907 on Ex- 
hibit 219, for the reason that these items maJdng up $973,965.- 
26 represent construction that was charged to operating ex- 
penses prior to June 30, 1907. 
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Q. So that they do appear in that item under the head of 
1907? 

A. They are included in that. 

Q. In the valuation? 

A. Yes. 

Q. Do the amounts shown for the subsequent years after 
that as actual cost include this item, the $22,939,524.48 plus 
expenditures for construction during the respective years 
after that time 1 

A. That is correct. 

■Q. From what source did you obtain the information in 
the second column of Exhibit 219 as to the actual net profit 
earned by the road year by year? 

A. Of course they are based on the accounts of the com- 
pany. 

Q. They are, as shown here, disclosed by the books of ac- 
count under your charge, are they? 

A. Yes. 

Q. You give the percentage of total profits to the total 
investment for each year from 1907 on, and then, in the next 
column, is the net profits which would have been earned for 
the years named, on the basis of rates for transportation of 
ore freight in effect from November 30, 1911, together with 
percentages opposite that in another column? 

A. Yes. 

Q. That is figured on the basis of the 60 cent rate? 

A. It is. 

Q. As against the rates that were in force before that 

time of 80 cents? 
A. Yes. 
Q. Where did you get the information upon which you 

made that computation? 

A. First, the number of tons shipped was ascertained. 

Q. Ascertained from where? From what? 

A. From our records. 

Q. Did you get it all from your records? 

A. Yes. 

Q. And you made the computations from that? 

A. Yes. 
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Q. The last column on Exhibit 219 is "Percentage of iron 
ore traffic to the entire freight carried for the years 1907 on." 
Who computed that? 

A. I did. 

Q. Are those figures correct? 

A. They are correct. 

Q. Why did you start this table 219 with the year 1907? 

A. The Railroad Commission of the State of Minnesota 
made an appraisal of the railroad properties in Minnesota 
at that time, as of June 30, 1907, and for that reason I started 
there also. 

Mr. Severance : I offer in evidence Exhibit No. 219. 

(The table referred to was thereupon marked "Defend- 
ants' Exhibit (Kempton) No. 219, February 11, 1914," and 
will be found in the volume of Defendants' Exhibits.) 

(At the request of Mr. Severance, certain papers were 
marked "Defendants' Exhibit No. 220.") 

By Mr. Severance: 

Q. I show you Exhibit 220; who prepared that? 

A. I did. 

Q. This is headed: "Amount of Minnesota Eailroad & 
Warehouse Commission Appraisal of 1906-1907 of the value 
of the Railroad Property, plus additions thereto for addi- 
tional value invested in such property since the time the 
foregoing appraisal was made, down to June 30, 1912. Cost 
of Reproduction per State Appraisal, copy of statement at- 
tached," with the amount carried out. Will you explain how 
you made that up? 

A. I had in hand the state appraisal showing all of the 
various items that went to make up the property. I have 
added to that appraisal all items constructed since that time 
that go to make up a railroad, and such items as were not 
covered by the appraisal made by the State, in consequence 
of the appraisal contemplating only completed work, and we 
had at that time a large amount of work under way that was 
not taken up by the appraisal. This statement then com- 
prises the appraisal by the State of certain property of the 
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company with property added up to June SOtli, 1912, at 
actual cost, not included in the appraisal. 

Q. Did you examine the original appraisal and the items 
making up the same in the State capitol at St. Paul? 

A. I did; I made a very thorough examination. 

Q. Item by item? 

A. Item by item. 

Q. Are you able to testify that this exhibit 220 correctly 
represents the items appraised by the State authorities and 
the additions thereto, bringing the total appraisal down to 
June 30th, 1912? 

A. I am. 

Q. And in order to bring this appraisal down to June 30th, 
1913, you would have to add to it the same items for 1913 
that you have heretofore testified to ? 

A. I would have to do so. 

Q. I notice on page 2 of this exhibit certain items are 
taken out, the same aggregating $610,309.55. Will you ex- 
plain about those items, how they happened to be eliminated 
by you and the appraisal reduced to that extent? 

A. The items there represent property that has gone out 
of existence, that was included in the appraisal, but went out 
of existence since. 

Q. That is, it is no longer in existence as railroad prop- 
erty? 

A. As railroad property; and it is taken out at the same 
price that it was put in at in the appraisal. 

Q. And was that done by you after an examination of 
these records at the office of the State Railroad & Warehouse 
Commission in St. Paul? 

A. It was. 

Mb. Severance: I offer in evidence Defendants' Exhibit 

220. 

Mr. Dickinson : We reserve an exception to that. 

(The tabulated statement referred to was thereupon 
marked "Defendants' Exhibit (Kempton) No. 220, February 
11 1914," and will be found in the volume of Defendants' 
Exhibits.) 
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(Here another tabulated statement was marked "Defend- 
ants' Exhibit No. 221.") 

By Me. Seveeance: 

Q. I show you Defendants' Exhibit No. 221; who made 
that up? 

A. I did. 

Q. Did you make the computations there in the same man- 
ner as in the case of Defendants' Exhibit No. 219, which you 
have heretofore described? 

A. I did. 

Q. Except that as the basis of the investment you took the 
figures shown on Exhibit 220 instead of the figures shown in 
the books of the company? 

A. I did. 

Q. And are those figures correct, taking that as a basis? 

A. The figures are correct. 

Me. Seveeance : I offer exhibit 221 in evidence. 

(The tabulated statement referred to was thereupon 
marked "Defendants' Exhibit (Kempton) No. 221, February 
11, 1914," and will be found in the volume of Defendants' 
Exhibits.) 

By Me. Seveeance: 

Q. The figure for 1907, $26,093,906.24 is the exact amount 
of the State appraisal as of that date, shown on page 3 of 
Exhibit 220, adjusted to June 30th, 1907? 

A. Yes. 

Q. AVhat is the average haul from the mines on the Mis- 
sabe Eoad to the docks at Duluth, of iron ore? 

A. My recollection is about 74 or 75 miles. 

Q. A little longer than on the Iron Eange? 

A. I think so. 

Q. But the rate is the same ? 

A. The rate is the same. 

Q. Were these statistics that you have introduced here, 
these various exhibits, prepared by you for use in the hear- 
ing before the Interstate Commerce Commission? 

A. In the main. 
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Q. And were offered in evidence there? 

A. Yes, sir. 

Q. When was that? 

A. It was in December, I think. 

Q. The case is still pending? 

A. Yes ; the case is still pending. 

Me. Dickinson: When did you say that was? 
The Witness: I think the investigation started in May 
of last year, or March. 

By Me. Seveeance: 

Q. But it is still pending? 
A. It is still pending. 

CEOSS EXAMINATION 
By Me. Dickinson: 

Q. On your Exhibit 217 you show a total construction ex- 
penditure to June 30, 1897, of $5,786,541.36. How much of 
that was incurred and paid before September 27, 1893 ? 

A. Very little; a very small amount of it, in cash. 

Q. The road was in operation, was it not, in October, 
1892? 

A. It was open for operation. 

Q. In 1892? 

A. In October, 1892, it was in operation. 

Q. How many miles had been constructed? 

A. About 71 miles, with its side tracks, and so on ; 71 miles 
of main line track. 

Q. Do you coimt the side track in the mileage of 71 miles ? 

A. No. 

Q. How many miles of side track were there? 

A. My recollection is that there were probably ten or 
fifteen miles. 

Q. What is the whole length of the road now? 

A. What we call the main line and branches is about 358 
miles; all tracks, 645 miles, say. 

Q. What was the main line mileage in 1897? 

A. I don't know that I could give you that exactly. 
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Q. Can you give it near enongli to be satisfied you are 
about right? 

A. Somewhere between 125 and 140 miles, I should think. 

Q. As much of the road had been built before you went 
with the road as was built after you went with it, and up to 
1897? 

A. So far as the main line mileage was concerned ; but not 
so far as value was concerned. 

Q. I asked about the mileage. 

A. About the mileage, yes. 

Q. Did you have anything to do with the purchasing of thfe 
original right of way? 

A. I did not. 

Q. You had nothing to do with keeping the books before 
September 27, 1893? 

A. No, I did not. 

Q. What part did you yourself personally have in making 
up this Exhibit 217? 

A. I made it up entirely myself. 

Q. Do you do all the clerical work of your department? 

A. I did all the clerical work as regards this statement. 

Q. You had no assistance at all ? 

A. I may have had somebody call back figures to me, after 
it was typewritten, and so on, or I might have asked them to 
foot up a column — I did not, though; I did this all in pencil, 
myself, and it is exactly as I made it out, drawn from the 
books and accounts of the company. 

Q. And you had no assistance in taking the items off of 
the original books of accounts? 

A. No, sir ; I did not. 

Q. How long were you making this, and when did you be- 
gin it? 

A. We commenced this statement about last June. 

Q. You say "we commenced it." Whom do you mean by 
"we"? 

A. I was speaking for the company. I, then, commenced 
the statement last June, employed by the company. 

Q. These items that are included in here, after you went 
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with the company, as they appear in these summaries on 
these tables, were taken from what? 

A. From the books of the company, and other records ap- 
pertaining thereto. 

Q. Who kept the books of the company in 1907? 

A. I did. 

Q. Do you mean to say that you had no clerical assistance 
in keeping the books of the company? 

A. Oh, no, I did not mean to say that there has been no 
assistance rendered to myself in regard to the compiling of 
things, making them ready for the books, and also I have at 
times had a booklieeper ; at times I have entered the items my- 
self on the general journal, and I know they are right; it was 
my business to know they were right. 

Q. Now, take 1897, did you have any bookkeeper, and if 
so who was it? 

A. My recollection is in that respect that I prepared — I 
Imow I did — ^written entries for a man to rewrite and put into 
the journal of the company. 

Q. In 1897? 

A. In 1897. 

Q. That is to say, you did double work, that you prepared 
all the entries, and then he made the entries? 

A. I should do so to-day, it is a very safe thing. 

Q. I am not asking you what you would do to-day; I am 
asking you what you did then. 

A. I did. 

Q. That is, in 1897 all of the original entries entered into 
the journal, you first made them, and you had a bookkeeper 
that copied them? 

A. Yes. 

Q. And who was that bookkeeper? 

A. My son. 

Q. Where is he? 

A. In Duluth, Minnesota. 

Q. Did you have any other bookkeeper except your son in 

1897? 
A. No. 
Q. In 1898 what bookkeepers did you have? 
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A. I cannot give you a history of all the changes that have 
heen made in my office in the twenty years that I have been 
there in regard to bookkeepers. 

Q. Take your office now; just give me what the organiza- 
tion of it is. 

A. I am auditor; I have an assistant auditor. 

Q. An assistant auditor? 

A. Yes. 

Q. "Who was he? 

A. Mr. Joseph Seifert. 

Q. Who else, now? 

A. A bookkeeper; that is, a man that writes entries into 
a book, into this journal. Mr. Seifert is the responsible book- 
keeper. 

Q. Mr. Seifert is? 

A. Yes. 

Q. Well, now, take the year 1913, how much of the actual 
bookkeeping did you do and how much did Mr. Seifert do? 

A. There are many entries that I originate; there are 
many entries that originate, as to payments, by the assistant 
treasurer in the City of New York; they are evidenced by 
vouchers. There are many entries that are made by a 
voucher clerk; they are evidenced by the vouchers that he 
enters on his book. There are entries that are made from 
the car accountant that makes up a statement of the cars 
that move on our railroad for which we have to pay other 
companies, of our cars that move on other railroads that 
they must pay us for. There are pay roll clerks in the de- 
partment that makes up pay rolls. They are evidenced by 
distributions of such pay rolls, and they are transcribed upon 
the journal of the company and posted to the proper names. 
There are transactions that originate in the treasurer's office 
that appear on the cash book of the treasurer that must be 
transcribed onto the journal of the company, and the real 
basis of that entry in the journal is the evidence on the cash 
book backed up by the vouchers representing the entries on 
the cash book. I can go right along with that, sir, if you wish. 
Q. You can go right along ; I do not want to stop you. 
A. I am not in any hurry. 
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Q. I want you to say anything you choose to answer. 
A. I could keep on for an hour. 

(Here the witness was temporarily withdrawn.) 



WILLIAM A. McGONAGLE, 

a witness previously sworn on behalf of the defendants, was 
recalled for further examination. 

DIRECT EXAMINATION 
By Me. Reed: 

Q. In the operation of the Duluth, Missabe & Northern 
Railroad and of the Duluth & Iron Range, is there any 
peculiarity on account of the climate? Is your operation a 
seasonal operation or is it continuous? 

A. The season for our shipments is approximately 180 
working days in the year; this requires us to equip our line 
with very many more cars and engines, on account of being 
compelled to do a year's business in approximately six 
months. We are therefore required to have a greater equip- 
ment than a railroad like the Pennsylvania or the New York 
Central that operates 12 months in the year. 

Q. You mean a greater proportional equipment? 

A. A greater proportional equipment, yes. 

Q. Do you have any trouble with frozen ore? 

A. Yes; we have a great deal of trouble. When the first 
frost comes — along in October this year — ^we had at one time 
3,000 carloads of frozen ore. We are required to steam out 
those cars so that it is possible to dump the ore from the car 
into the dock. That is a very unusual thing to do in trans- 
portation. 

Q. Just the opposite of a refrigerator line, is it not? 

A. Exactly, but this work is included in the regular pub- 
lished tariff rate of 60 cents per ton. 

Q. Have you any sufficient use for this large equipment 
during the winter season? 

A. Very little use. 
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Q. I suppose you have some use for some ears? 
A. There is a little coal hauled north to the mines during 
the winter season. 

Q. Most of it is idle? 
A. Most of it lies idle. 

Mr. Reed: You may cross examine, Judge. 
Mr. Dickinson : That is all. 



Me. Ebed : We offer in evidence bulletin of the United 
States Geological Survey, Department of the Interior, en- 
titled "Manufacture of Coke in 1900," by Edward W. Parker, 
published by the Government Printing Office at Washington 
in the year 1901, and ask to have printed the last seventeen 
lines on page 7 and the table on page 26 entitled "Record of 
By-product Coke Making Since 1893." 

Also all that part of page 67 which follows the words in 
italics, "lower Connellsville District," and all that part of 
page 68 down to the words "yield of coal in coke, per cent. 
65.3." 

Also all of page 76, all of page 77, down to the words in 
italics, "Kanawha District." 

Mr. Colton : If we want anything else printed we will give 
notice of it later in the usual way. 

(The document referred to was thereupon marked "De- 
fendants' Exhibit No. 222, February 11, 191-1," and will be 
found in the volume of Defendants' Exhibits.) 

Mr. Reed: I also offer in evidence the pamphlet of the 
Geological Survey, Department of the Interior, entitled "The 
Manufacture of Coke in 1901, by Edward W. Parker," pub- 
lished by the Government Printing Office in Washington in 
1902, and ask to have printed the table which appears on 
page 13 entitled "Number of Coke Ovens in Each State at 
the Close of Each Year from 1897 to 1901, inclusive. ' ' 

Also the whole of page 49 ; also that paragraph on page 
51 which immediately follows the caption "Production by 
Districts" and ends with the words in quotations "Lower 
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Connellsville"; also on page 63, all from the top of the page 
down to the words in italics "Pittsburgh District"; also on 
page 74 the paragraph which commences with the words in 
italics "Pocahontas-Flat Top District" and ends with the 
words ' ' short tons in 1900. ' ' 

Also the last paragraph on page 75, which begins with 
the italicized words "New Eiver district" and ends with the 
words "history of the district." 

(The pamphlet referred to was thereupon marked "De- 
fendants' Exhibit No. 223, February 11, 1914," and will be 
found in the volume of Defendants' Exhibits.) 

Me. Ebed : We also offer in evidence the publication of the 
United States Geological Survey, Department of the Interior, 
entitled "The Manufacture of Coke in 1912, by Edward W. 
Parker," published by the Government Printing Office in 
Washington in the year 1913, and ask to have printed that 
part of the pamphlet which appears on page 5, and begins 
with the words in line 5 "Of the great coal fields of the 
United States" and ends at the caption "Production" in the 
middle of the page. 

We also ask to have printed the table which appears on 
page 17, entitled "Number of coke ovens in each State at the 
close of each year, 1908-1912." 

(The pamphlet referred to was thereupon marked "De- 
fendants' Exhibit No. 224, February 11, 1914," and will be 
found in the volume of Defendants' Exhibits.) 

Mk. Ebed : We also offer in evidence the publication of the 
United States Geological Survey, Department of the Interior, 
entitled "The Production of Coal in 1910," by Edward W. 
Parker, published by the Government Printing Office in 
Washington in 1911, and ask to have printed that part which 
appears on page 27, beginning with line 15, the words "Ac- 
cording to the revised estimates," and running down to the 
end of that paragraph. 

(The pamphlet referred to was thereupon marked "De- 
fendants' Exhibit No. 225, February 11, 1914," and will be 
found in the volume of Defendants' Exhibits.) 
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Me. Ebed: We also offer in evidence tlie map entitled 
"Coal fields of the United States, showing areas of coal- 
bearing formations, ' ' published by the United States Geologi- 
cal Survey, as plate 1 in part 3 of its 22nd annual report. 

(The map referred to was thereupon marked "Defend- 
ants' Exhibit No. 226, February 11, 1914," and will be found 
in the volume of Defendants' Exhibits.) 

Me. Ebed: I would state here that we agree that any ob- 
jection to the foregoing offers that the Government may have 
may be niade before Thursday of next week, with the same 
effect as if it were made now. 

(Whereupon, an adjournment was taken until to-morrow, 
Thursday, February 12, 1914, at 2:00 o'clock p. m.) 
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ONE HUNDRED AND FIFTY-EIGHTH DAY. 

Empire Building, 
71 Broadway, New York City. 

Thursday, February 12, 1914, 
Before Special Examiner Henry P. Brown. 

Present on behalf of the United States, Mr. Dickinson 
and Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabury, Mr. 
Severance, Mr. Bolling and Mr. Eeed, 



JEREMIAH W. JENKS, 

a witness previously sworn on behalf of the Defendants, was 
recalled for further examination. 

DIRECT EXAMINATION (Continued) 

By Mr. Reed: 

Q. Have you continued your study of economic conditions 
in this country, particularly with reference to the steel in- 
dustry, up to the present time? 

A. I have. 

Mr. Reed : I think that is all. 

CROSS EXAMINATION 

By Mr. Dickinson : ' 

Q. You were graduated in Germany? 

A. Yes. 

Q. From what college? 

A. The University of Halle. 

Q. What time was that? 

A. From 1883 to 1885 ; I took my degree there in the sum- 
mer of 1885. 

Q. Doctor of philosophy? 
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A. Yes. 

Q. You were asked about investigations that had been 
made by the Industrial Commission in regard to the organ- 
ization of certain companies which you named, and in that 
connection you said that you believed there was one witness 
that appeared in connection with the United States Steel Cor- 
poration. 

A. Yes. 

Q. Mr. Schwab; he was the president of the company? 

A. At that time, yes. 

Q. And there was no testimony in regard to the organ- 
ization of the Steel Corporation except by the president of 
that company? 

A. According to my memory, at that time not. 

Q. Now, the question was asked : 

' ' Q. Did your investigation go into the reasons for the or- 
ganization of those different companies?" 

"A. It did." 

Did you mean your answer to apply to the United States 
Steel Corporation? 

A. That applied particularly to the various corporations 
that I had mentioned before, but if I recall rightly there were 
some questions asked of Mr. Schwab also, but I am not cer- 
tain about that. 

Q. Still, whatever was testified to in that respect was tes- 
tified to only by the president of that company? 

A. That is my memory of it now, yes. 

Q. You also referred to a report that was made following 
the investigation of the Massachusetts Commission. On page 
21623 of the typewritten record your testimony reads: 

"The report was made to the Massachusetts Commission 
and was published by the Massachusetts Commission." 

Is that correct? 

A. It was made to the Massachusetts Commission. 

Q. I supposed that that was correct. 

A. Yes, the Massachusetts Commission. 

Q. And then you stated, I believe, that you wrote that 
report? 
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A. Yes. That is, I wrote the report that I had special ref- 
erence to, with reference to the influences of industrial com- 
binations on prices ; of course, not the entire report. 

Q. The part of the report, the Massachusetts report, part 
of which dealt with trusts, that was based upon your inves- 
tigation as to prices? 

A. Yes. 

Q. And combinations with respect to trade? 

A. Yes. 

Q. And upon the figures that you had tabulated? 

A. Yes. 

Q. And embodied your opinions on that subject? 

A. Yes, at that time. 

Q. You were asked whether or not it is scientific to use 
only the money prices of commodities in the study of price 
movement, and replied: "It is not, if one wishes to reach 
accurate and complete conclusions." Do you mean by that, 
that if one wishes to analyze and get at, as far as can be, 
in the study of an economic question of that character, the 
elements and causes that affect price and prices, that you 
must take in a larger consideration than what is involved in 
the mere question of money prices? Or what do you mean 
by "accurate and complete conclusions"? I would like you 

to define that. 

A. Conclusions that would show the price changes and the 
effects of price changes, economically and socially, upon busi- 
ness and upon society. 

Q. How about the study of those things that cause the 
changes of prices themselves? Can not such causes some- 
times be definitely ascertained over periods where they are 
potential, as indicated by money prices? 

A In my judgment, if we are to get a complete measure 
of the causes that affect price changes, we must go further 
than a study of the price alone in terms of money— the price 
of a single commodity in terms of money. 

Q But are there not, at times, influences upon pnces of 
such degree as are made manifest by the comparison of money 
prices of the same commodities for contrasted periods? 
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A. That might be true, and the cause might be one affect- 
ing either the commodity or the monetary unit. 

Q. May there not be a cause which, while it may act in 
conjunction with other causes, is yet so manifest that it is 
safe to assume that a large part of the effect is made mani- 
fest by a mere contrast of money prices upon the same com- 
modities for different periods? 

A. It might be true; and, as I said before, that cause 
might be one aifectrug either the commodity or commodities 
concerned, or the monetary unit. 

Q. If it is known that, following a period of sharp compe- 
tition, a combination under one control has been brought 
about of concerns which had engaged in such competition, and 
that the prices following such combination are materially 
higher than before such combination, do not such increased 
monetary prices, no matter what other economic causes may 
have contributed to the result, indicate that the rise, in part, 
is the result of such combination? 

A. The question includes this expression: "No matter 
what other causes might contribute." That would lead me to 
this answer: It might so indicate, and it might not so indi- 
cate. One should make a complete study, as far as possible, 
of all the causes in order to reach a conclusion as to what 
causes it was that influenced the change suggested. 

Q. Has not your study of economic conditions and of the 
price of various commodities led you to the result that 
periods a short time apart may be contrasted upon the basis 
of the monetary prices alone, and the difference be so great, 
if it is known that a combination existed during that time, 
as to attribute with scientific certainty, a portion of that in- 
crease to such combination? 

A. It has, in special circumstances, earlier led me to that 
conclusion — that such a change might be brought about tem- 
porarily by such combination. 

Q. What do you mean by earlier led you to that conclu- 
sion? 

A. That in a number of instances I have reached that con- 
clusion, that such a change might temporarily be brought 
about by the influence of the combination. 
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Q. Were not those conclusions based upon the comparison 
alone of the money prices of the commodities in the periods 
contrasted? 

A. In some cases they were. 

In most of the cases, however, I think perhaps in all, the 
study was not so complete as it might have been and should 
have been. 

Q. Well, you think it was sound, or you would not have 
said it? 

A. At that time I reached that conclusion. 
Q. And you gave your professional opinion that wav, did 
you? 

A. I did as a partial cause. 

Q. Economics and finance is not an exact science, is it? 
A. Economics and finance is pretty nearly if not quite an 
exact science as regards principles and tendencies. The 
premises upon which one bases one's conclusions are often 
very complex; there are large numbers of them, so that it is 
difficult at times to cover the entire field of one's investiga- 
tions in such a way as to be certain of the complete final con- 
clusion. 

Q. There are different schools and conflicting views even 
among gentlemen of your calling, are there not? 
A. No one could question that. 

Q. And there is no final arbiter to determine that, as there 
would be in the case of law, where the judgment at least set- 
tles the contest between the parties ? 

A. It is fair to assume, and is a conclusion that is gener- 
ally recognized, that the persons that use the most complete 
data are likely to reach the most nearly accurate conclusions. 
Q. But may not certain data on certain occasions be in 
themselves so pronounced as to attribute to them an effect 
with scientific certainty which is made manifest by a mere 
contrast of money prices? 

A. It is sometimes the case that people reach those con- 
clusions; and afterwards, if they are able to reach more com- 
plete data, those conclusions are modified, and those modifica- . 
tions would be generally recognized by scientific thinkers. 
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Q. In your opinion, can a large combination, controlling 
from 75 per cent, upward of the output of any particular line 
of commodities, witli its manufacturing plants favorably lo- 
cated in different sections of the country, have any advan- 
tage, especially if its products were bulky, over a competitor 
in the business if such competitor entered the contest without 
having substantially equal capital? 

Mb. Lindabuby: Of course. Professor, if the question is 
not clear to you you will say so to the Judge. 

The Witness : The question I think is clear ; there is one 
point of the question I wanted to consider. 

Mb. Lindabuey : All right, so long as you understand it. 

The "Witness : I think I understand that. 

(The question was repeated by the stenographer.) 

The Witness : That would depend upon a number of con- 
siderations that are not included in the question, so far as I 
can see. There is a great difference in the type of business 
that one has under consideration, and the question, it seems to 
me, does not give a sufficient basis for a complete and definite 
answer. 

By Me. Dickinson : 

Q. You cannot answer that, then? 

A. I cannot answer that definitely by a yes or no. I can 
discuss that question somewhat, if you please. 

Q. But you cannot give any opinion yes or no on that 
proposition as stated? 

A. Not an unqualified opinion. 

Q. If a large combination controls from 75 per cent, up- 
ward of the output, with its manufacturing plants favorably 
located in different sections of the country, will new capital 
be likely to be invested in such business unless the profits of 
the combination are put very high? 

A. That would depend upon two considerations; one is 
what you mean by "very high," and another would be as to 
the men who had capital to invest in that line of industry, 
their experience, their facilities, their opportunities. Busi- 
ness men are, as a rule, when times are good, ready to invest 
capital if they think they can get good returns on the capital 
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invested, and the circumstances again, in this question as in 
the other, are not complete enough so that the answer can be 
made more definite than that. 

Q. So you are not prepared to either assent to or deny 
that proposition as stated? 

A. Not absolutely and completely, no. 

Q. If a large organization has branches in different parts 
of the country, can it not lower prices to cost or lower in 
special localities for the sake of forcing out its smaller rivals, 
while keeping prices elsewhere above competitive rates 
amongst smaller manufacturers? 

A. It can, of course, lower its prices if it wishes to, but I 
should not be prepared to assent to the fact that it could 
crowd its smaller competitors in all lines of industry. That 
would depend upon the nature of the industry itself, as to 
whether it was one that could be localized. 

Q. I did not say in all lines of industry. 

Me. Lindabuky: That was the question. I thought of ob- 
jecting to it on that ground. Judge, but it occurred to me that 
the Professor would not be likely to be misled or to misun- 
derstand it. 

Mb. Dickinson : I did not use the expression ' ' all lines of 
industry. ' ' 

Me. Lindabuey : No, but the effect of it is the same. Judge. 

Me. Dickinson : That is a question. I will ask to have it 

read. 

(The stenographer repeated the question referred to as 

follows:) 

" Q. If a large organization has branches in different parts 
of the coimtry, can it not lower prices to cost or lower in 
special localities for the sake of forcing out its smaller rivals, 
while keeping prices elsewhere above competitive rates 
amongst smaller manufacturers?" 

Me. Lindabitey: You observe that no industry is men- 
tioned, and therefore it is all-inclusive. 

By Me. Dickinson : 

Q. Do you understand. Professor, that I mean by that that 
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a concern must be selling tobacco, wheat, steel and everything 
else in order to come within that proposition, or that that 
question involves any such idea? 

Mk. Lindabuky: My remark I think you misunderstood, 
Judge. I meant any industry — not all industries — but the 
question was not limited to any particular industry, and 
therefore would apply to any one of all the various indus- 
tries. 

The Witness: Had you asked a second question, Judge? 

By Me. Dickinson : 

Q. No. I asked if you understood me to mean that this 
question meant that the person who would lower these prices 
must be dealing in a great variety of different products. Did 
you think it involved that question! 

A. I did not understand that it involved that; but I did 
understand that it involves this : would this principle be one 
that would be applicable in any line of industry? and I said 
that, in my judgment, it would not be applicable in all lines 
of industry. In some lines it might be, and in other lines it 
might not be. 

Q. Then you think that that general statement, as put, is 
not scientifically a correct statement? 

A. I dislike to say that you would ask an unscientific 
question, but it does not seem to me that it is scientific 
throughout. 

Q. Oh, do not have any such feeling as that. I have no 
amour propre on that. 

A. It does not seem to me that it is susceptible of a defi- 
nite categorical answer on that account,, because it does in- 
clude any one of many industries, and the circumstances of 
those industries are so different that what would apply in one 
would not apply in another. 

Q. Suppose that a large manufacturer and seller of bulky 
products of a fairly uniform standard, where freight enters 
materially into the question, has branches in different parts 
of the country; could it lower its prices to cost or lower in 
special localities where it has smaller rivals who have not 
plants located generally throughout the country, like the first 
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organization I referred to, and keep up its prices elsewhere 
above competitive rates among other small manufacturers 
of like character? 

A. Beyond question the single element of freight alone 
would give it an advantage ; but whether it could keep those 
prices down far enough and keep them down long enough to 
give it any material advantage would depend upon the size of 
its competitors, upon their fa.cilities for manufacturing, and 
for shipping, and upon various other considerations con- 
nected with the organization and management of the estab- 
lishment itself. 

Here again, as in the other cases, the question involves 
more considerations than could be answered by a simple 
statement of yes or no. It would requre an explanation. 

Q. Does the fear upon the part of a would-be small com- 
petitor of a corporation having a much greater capital and 
output operate to prevent such would-be competitor from in- 
vesting capital until the larger corporation is securing con- 
siderably more for its products than competitive rates among 
small manufacturers? 

A. I do not quite know what a "would-be small competi- 
tor" would be. I have never known a competitor that 
wanted to be small. However, that is possibly merely a 
verbal criticism. 

Let me say that I think that would depend almost entirely 
upon the character and disposition and location of the com- 
petitor himself. I have known, in testimony in different 
cases, of relatively speaking small competitors who were per- 
fectly willing to invest their capital and enter the field 
against larger competitors, with no fear, apparently. 

Q. I am" not speaking, now, of any testimony in regard to 
a particular competitor, but I am speaking now as to the 
statement of a general proposition in economics, based upon 
general experience and general knowledge,, and I ask you 
whether, looking to that, this proposition is sound or not. 

A. It would be fair to assume that if other thmgs were 
equal a small competitor or a small man who was thinking 
of becoming a competitor would hesitate to enter the field 
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against a much larger competitor unless lie had reasons to 
believe that the profits were considerable. 

Q. Would or not the maintenance by a large Corporation 
of any considerable line of products over periods of months 
at a time, and at a fairly constant price, and then over longer 
periods of time at a not very greatly fluctuating price, be cal- 
culated to cause other persons to go into that line of busi- 
ness? 

Me. Lindabtjry: I think that that should be objected tb as 
a mere irrelevant speculation. 

Me. Dickinson : Very well. 

Mb. Lindabuey: I object to it as merely irrelevant specu- 
lation. 

The Witness: May I inquire, in order that that question 
may be perfectly clear 

By Me. Dickinson : 

Q. (Interposing) Yes; do not hesitate to criticise the 
questions. 

A. When you say "would or not the maintenance of prices 
by a large corporation," etc., do you mean the maintenance 
of its own special prices ? 

Q. I will put it this way. Would or not the maintenance 
of market prices over periods of months at a time at approxi- 
mately a constant figure, and over a period of years at a time 
at figures that were not greatly fluctuating, where such main- 
tenance is brought about through the strength and power of 
a corporation that controls the larger part of the output in 
that line of business, tend to cause others to go into that line 
of business? 

A. It seems to me that the question contains in itself an 
argument and conclusion that I should myself be inclined to 
object to. In consequence I do not see how I can answer the 
question. 

Q. Just state what your objection is, and then maybe I 
can meet it. 

A. So far as I can see the question assumes that a large 
corporation can of itself fix and maintain a market price for 
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a very long period of time, which is a very indefinite expres- 
sion. 

Q. Suppose you assume that now as a fact and answer 
this question as a hypothetical question. 

A. One does not quite like to answer questions on assump- 
tions which he believes to be contrary to fact. But, assuming 
that that is the question, even though I believe it contrary to 
fact in most particulars, or in some particulars, I should 
answer in this way, that under some circumstances it would 
tend to keep them out of competition ; in other circumstances 
it would tend to bring them into competition. If it were pos- 
sible, as in my judgment it is possible, for a seller in the 
market, even though not a very large seller, to hold a price 
down, that would tend to discourage other people at that 
specific time from coming into the market. If, on the other 
hand, any competitor, large or small, were to be holding 
prices for a time, as I think a very large competitor could 
for a short time, above what might be a normally competitive 
price, that would tend to bring other competitors into the 
market. So that the answer would depend upon general mar- 
ket conditions pretty largely. 

Q. You use the word "competitor." Of course my as- 
sumption was that those intending to come in were not yet 
competitors. 

A. Well, producers. 

Q. Taking competitor in the sense of producer 

A. (Interposing) Yes, producer; I am williag to yield to 

that. 

Q. Then, do I understand you express the opinion that a 
very large producer could, by his power and strength, over 
periods of time hold up the general market price at approxi- 
mately a constant figure? 

A. It can hold its own prices at its own expense above 
what might ordinarily be considered a competitive figure. 
If it can hold its own prices that will have a little effect upon 
the market for the time being. Without some agreement 
among the different competitors, as has been made at times 
by pools and otherwise for many years, it cannot hold the 
prices of other producers up. Ordinarily they would begin 
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to cut their prices as soon as there was any material profit, 
in order to take part of that market, and increase their own 
strength; so that whenever it begins to do anything of that 
kind it immediately begins to lose its own market, and to hold 
its own price at itsi own loss, and no establishment, in my 
judgment, however large, can keep its prices in that way up 
to an abnormal extent for any great length of time. 

Q. That is alone, is it? 

A. Alone. 

Q. Acting independently? 

A, Acting independently, or no group could do that, un- 
less they are controlling a very large part of the market, and 
even then it would be done only temporarily. I may go stiU 
further and say no producer or no group of producers could, 
even if they had 100 per cent, of the market and were pro- 
ducing 100 per cent, of the market, keep their prices abnor- 
mally high and make abnormal profits for any great length 
of time. They might for a little while, and of that we have 
plenty of experience. 

Q. They could do it until the other concerns could equip 
themselves for doing it? 

A. They could for a while. Any producer can put a price 
where he pleases and take the consequence, and the conse- 
quence is that he immediately begins to lose his market. 

Q. But I understood you to say that even those who pro- 
duced all of any particular line could only for a little while 
keep the market at a constant figure? 

A. Until others were ready to come into the market; 
clearly if they have it all that would be different. 

Q. If the character of the product in respect to which 
they maintained the price by combination is such that it re- 
quires the building of extensive works, why, then they could 
keep that until such competition could prepare itself to come 
into the market, could they not? 

A. If a combination controlled the entire market it could. 
So far as any question of facts is concerned that I know, there 
has not been any case of that kind. The competitors in the 
market can very readily and very soon of course increase 
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their facilities very mucli sooner than a new plant conld be 
brought in competition. 

Q. I was only dealing with the proposition you threw out, 
and that was even if there should be a combination among 
those who control the entire market, it could only be for a 
short time. Then I asked you if it was in a product that had 
to be manufactured and required an extensive plant, if they 
could not continue until those plants could be built, and until 
foreign competitors came into the market? 

A. There would be one limitation upon that, and that 
would be this: purchasers knowing that they were being 
asked extortionate prices, and anticipating the coming of 
competitors into the market, probably seeing new plants be- 
ing built, would stop their buying as far as possible and hold 
otf until the competition came in, so that it could be done, as 
I have said, for a short time, but that time would be materi- 
ally shortened, not merely by the actual competition, but by 
the potential competition that the purchasers in the market 
would certainly see. 

Q. If all makers of steel in this country should combine 
together to maintain prices, do you know how long a time it 
would be before, operating under the causes you have men- 
tioned, that could be broken by competitors coming into the 
market? 

A. I certainly do not know just how long it would be, pri- 
marily because I do not know how soon the purchasers would 
be affected in their action by this so-called potential compe- 
tition of others coming in; but my judgment on that would 
be this, that in the case of important steel products where 
the purchasers were themselves able to delay purchases over 
a period of months, as is often the case with builders or with 
railroads or with other large enterprises, that effect would 
be felt almost immediately. 

Q. How long does it take to build a furnace, do you know! 

A. I do not know. 

Q. How long does it take to build a rolling mill ? Do you 
know? 

A. I do not know. 
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Q. How long would it take to duplicate the plants of the 
Carnegie Company? Have you any idea? 

A. You mean the actual plants 1 

Q. I mean what I say. 

A. The plants? I have no definite idea as to that. It 
would be a period of certainly several months, possibly a year 
or two at least. 

Q. You think it might be done in a year or two ? 

A. I should think it would take as long as what I have 
said, several months or a year. 

Q. Or a year? 

A. Maybe longer. I make no pretense to being a steel 
expert. 

May I add further, that it would depend of course upon 
the amount of capital that was available for that; it would 
depend upon the pressing need for that to be done imme- 
diately; it would depend upon very many considerations. It 
could be done doubtless in much less time than it normally 
would be done in the regular course of business. 

Q. Is it not a fact that if prices are raised and maintained 
for a period of time by a combination above what would 
prevail under competitive conditions, that the tendency is to 
invite others into the field? 

A. Other things being equal, surely. 

Q. How is that? 

A. Other things equal, it is. 

Q. Is it not a fact that if prices are maintained over long 
periods of time by a large corporation above what would pre- 
vail under uncontrolled competitive conditions, that the ten- 
dency is to invite others into the field ? 

A. That question, again, as I have intimated before, con- 
tains a condition that seems to me contrary to fact; and, as I 
understand, is not intended to be a general speculative ques- 
tion. 

Q. I am not asking you to testify as to whether or not it 
is a fact that such a thing has been or can be done by a corpo- 
ration, but I am putting a bypothetical question to you, and 
say : Is it not a fact that, if prices are maintained over long 
periods of time by a large corporation above what would 
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prevail under uncontrolled competitive conditions, the ten- 
dency is to invite others into the field? 

A. If such a condition could be maintained, I should say 

yes. 

Q. Did you publish a book called "The Trust Problem"? 
A. Yes, sir. 

Q. Published in the year 1900 by McClure, Phillips & Com- 
pany? 

A. Yes. 

Q. I will read from page 65 of that book, as follows : 

"A large combination, controlling from 75 per cent, up- 
ward of the output, with its manufacturing plants favorably 
located in different sections of the country, would certainly 
have a decided advantage in freight rates, especially if its 
products were bulky, over any competitor who would set up 
in business, unless that competitor were to enter the contest 
with substantially equal capital." 

Do you recall writing that? 

A. May I see the book? 

Q. Yes. (Handing book to the witness.) 

A. Yes ; I think I wrote that. 

Q. On the same page I will read as follows: 

' ' If such a rival entered the field there would be in opera- 
tion manufacturing plants which, on the whole, could readily 
supply one-half more product than the country needed. It 
may readily be granted that if capital were on hand to be 
invested in such large amounts, the new organization could 
force the old combination to sell at former competitive rates 
or lower. Those however who take the position that poten- 
tial competition will prevent prices from going at all above 
former competitive rates, overlook the fact that new capital 
is not at all likely to be invested under such circumstances, 
unless the profits of the combination are put very high in- 
deed." 

Did you write that? 

Me. Lindabuky : Objected to as not cross examination, and 
as irrelevant. 

The Witness : I think I wrote that. 
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By Mk. Dickinson : 

Q. (Continuing reading) "The reason for it is perfectly- 
evident. It is absolutely certain that, if competition of that 
kind is tried, prices will be forced) down not merely to the 
normal competitive rates among small manufacturers, but 
far below that, and those investing their capital for purposes 
of competition are certain to make, instead of the high profits 
of the existing combination, very low profits or none at all." 

Did you write that? 

Mr. Lindabury: The same objection. 
The Witness: I wrote that. 

By Mr. Dickinson: 

Q. I read further : 

"The same situation exists, regarding the advantages of 
a large organization with branches in different parts of the 
country in the possibility of its lowering prices to cost or 
lower in special localities, for the sake of forcing out its 
smaller rivals, while keeping prices elsewhere above com- 
petitive rates among small manufacturers." 

You wrote that, did you? 

A. I wrote that. 

Q. (Continuing reading) "This power of destructive 
competition alone, which may depend solely upon its large 
capital shrewdly invested, is sufficient to enable it to crush 
out any small rival. On the other hand, if a rival powerful 
enough to meet its cuts in substantially all markets were to 
enter the contest, it would be with the absolute certainty that, 
instead of securing high prices and the consequent high profits 
of the existing combination, the result must inevitably be a 
competition so fierce that prices would be forced below usual 
competitive rates, and profits would entirely disappear. If it 
be suggested that such competition might be started with the 
idea of selling out to the combination, the fact still remains 
that this enlarged combination, organized with the certainty 
that it would possess plants sufficient to supply considerably 
more than the normal demand of the country at remunerative 
rates for a period of years, would, in all probability, make low 
profits on the total capital invested." 
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Did you write that? 

A. I wrote that. 

Q. I will finish that paragraph. (Reading) "If it at- 
tempted to make high ones, its prices would need to be put so 
high that still other competitors would enter the lists, and, in 
course of time a reorganization must take place which must 
result in great loss of capital. This ultimate result will make 
the first strong would-be competitors wary." 

You wrote that also? 

A. I wrote that. 

Q. I read now from page 67: "This same line of argu- 
ment applies to practically all of the advantages that are to 
be secured by a large industrial plant. The only difference 
between the large business and the capitalistic monopoly is, 
after all, one of size and power which come from capital. A 
large manufacturing establishment which does not supply 
more than ten per cent, of the output of the country may, 
perhaps, as regards the division of labor in the manufactur- 
ing plant itself, be able to manufacture as cheaply as a great 
combination which controls 90 per cent, of the output. On the 
other handj in many lines of industry, it does not have the 
same facilities for marketing its product, owing to increased 
cost of tranportation and a relative increase in the cost of 
advertising. Its power of competition is also smaller, since 
it cannot so readily make cuts in special localities against 
small competitors while keeping up its prices elsewhere, and 
since, also, supplying so small a part of the market, it cannot 
get its prices even temporarily above normal competitive 
rates. Neither can it securd the numerous other advantages 
of a great combination which have already been cited. 

This element of fear on the part of the small would-be 
competitor, who knows that he can be crushed out, is the in- 
fluence which keeps him from investing his capital until the 
combination is securing considerably more for its product 
than competitive rates among small manufacturers." 

You wrote that? 

A. I wrote that. 

Q. On page 76 I read: "The possession of a secure 
foreign market gives the large manufacturer still further 
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power in handling the home market, so as to give him a 
virtual monopoly." 

You wrote that, did you! 

A. I wrote that. 

Q. You spoke of the Iron Age prices. Is it not a fact that 
charts based upon Iron Age prices represent fairly well the 
changing conditions of business during periods of five to ten 
years of time? 

A. Fairly well, generally changing conditions of business, 
yes. 

Q. Since you have been a student of economy and finance, 
has not money been the standard of the several countries in 
the civilized world which has been used as the medium of ex- 
change for all things bought and sold? 

A. I think so; yes, sir. 

Q. And gold has been the standard in the United States 
and the strongest countries ia the world engaging generally 
in commerce and trade, for a great many years, has it not? 

A. For a great many years, yes ; not quite ever since I can 
remember. 

Q. I know, but back how far? 

A. The main changes in Germany and France, and in the 
Scandanavian countries, came early in the seventies; and of 
course the United States has been substantially on the gold 
standard since the redemption of the greenbacks after the 
war. If I recall, that was in 1879 — was it not? 

Mr. Reed: 1878. 

The Witness : It was then that it was put on that basis ; 
so that since that time it is true. 

By Me. Dickinson: 

Q. In the commodities that you referred to, in respect to 
which an index number was reached, were those index num- 
bers derived from the price of commodities taken alone in 
the United States, or a combination of results reached by 
considering the United States and Germany and Great 
Britain? How was that? 

A. There were three index numbers used : one dealt with 
the index numbers of the prices of commodities in the United 
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States ; the second one with index numbers of prices of com- 
modities in Great Britain ; and a third, for most of the time, 
with the index number of prices of commodities in Germany 
— although for part of the time there were a few; that is, 14 
out of 114 articles in Germany that were English commodities 
at English prices. 

Q. In the one that you adopted as a standard of measure- 
ment, did you use the composite or the United States one? 
I forget which. 

A. For the United States I used the United States one. 

Q. How many commodities were embraced in that? 

A. In the United States it varied somewhat from time to 
time, but it was 257 commodities during the latter part of the 
period. 

Q. Did that embrace wheat? 

A. It embraced wheat. 

Q. And com? 

A. Yes. 

Q. And various cereals? 

A. Yes; various cereals. 

Q. And lumber? 

A. And lumber. 

Q. And cotton? 

A. And cotton. 

Q. And sugar? 

A. And sugar. 

Q. And tobacco? 

A. I am not sure ; presumably tobacco. I can give you the 
commodities exactly if you care for them. 

Q. I do not care for a complete list of them. 

A. I do not pretend to give them from memory entirely. 
I always depend upon records for those things. 

Q. Did it include meats? 

A. Yes, it included meats. 

Q. That is sufficient. In the number of commodities thus 
embraced by you as a basis for comparing values, were there 
not some which, at times within that period, have been, as to 
their standard of value, measured by money, artificially con- 
trolled in prices? 
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A. I do not know what you mean by ''artificially." 

Q. Then I will make it clearer — unless you want to say 
something more. 

A. No ; I would rather have it clear first, of course. 

Q. I mean by "artificially," action through interested 
vendors, by some form of combination, and something en- 
tirely apart from those ordinary, general conditions that op- 
erate alike generally upon the country. 

A. I should suppose that occasionally for brief periods 
of time certain ones of those articles have had their prices 
affected by conditions that are not usual. For example, 
within the period mentioned there have been times, one at 
any rate, and probably more, when there has been a corner 
in wheat for a few days ; but so far as the great mass of the 
commodities are concerned I should think that but few of them 
had been controlled by any combination of the unusual type 
such as you have mentioned for any length of time, and not 
enough to affect in any material way generally the index 
number, the curve of the index numbers. One commodity out 
of 257 would of course have really a very slight effect. 

Q. Oil was included in there, was it not? 

A. Oil I believe is included, yes. 

Q. Have not your investigations led you to the opinion 
that for long periods of time within that period embraced by 
the table which you have, the prices of oil were controlled by 
a trust or combination? 

A. It has seemed to me that during a part of that period 
the influence of the largest competitor in the market has prob- 
ably—although it is not absolutely certain — has probably kept 
the price of refined petroleum to a slight extent above what 
would have been the price had there been a number of com- 
petitors of substantially equal strength or even great strength 
continually against them. 

Q. You do not know what the price would have been if 
those competitive conditions existed just as you have de- 
scribed them? 

A. Not absolutely. 

Q. And you have no way of measuring the difference, have 
you? 
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A. There is more or less a way of measuring conditions of 
that kind at times, and that way of measuring those condi- 
tions has been applied in a number of instances. 

Q. Have you any knowledge which would justify you in 
saying what the difference would have been in the prices of 
oil during those two periods if competition had been free and 
unrestrained ? 

A. An economist 's judgment must of course be made upon 
the facts that are found with reference to any business, in 
established records and from people who are conversant with 
the business, whose opinions can be secured by testimony or 
by direct communication with them. I am no more an expert 
in oil manufacture than I am in steel manufacture, but as in 
the one case so in the other, over a number of periods of years 
there have been studies made, and I have myself compared 
the prices, so that it seemed to me that it was possible to 
reach a judgment in my own opinion on that question, al- 
though I could express it, of course, only as an opinion and 
somewhat doubtfully in that way. 

There is one reason why that can be done in the case of 
petroleum of the ordinary type somewhat more accurately 
than in the case of steel, and that is that the price of refining 
is, relatively speaking, small (as compared with the price of 
crude oil), as compared with the manufacture of steel; so I 
have been informed. 

Q. Nov*r, your opinion is based upon facts that did exist? 

A. It has been based on prices that have been generally 
accepted as the general average prices. 

Q. But where competition did not exist of course that 
would be purely hypothetical, would it not? 

A. So far as I am aware there has never been a time when' 
competition has not existed, but at the same time the compe- 
tition has at times been relatively small; and, moreover, in 
the case of oil— as, I was going to say, was intimated in the 
direct examination, although I think it was not directly stated 
—there is a possibility, and there is reason to beheve from 
testimony that was given in answer to my own questions, that 
it has been possible, on account of the nature of the product 
and the nature of the trade in that product, for the large 
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competitor to get a small competitor, who had merely local 
trade, in such circumstances that he could crush that competi- 
tor out, and there is a great deal of evidence to show that that 
practice has been followed in a good many cases, and it is on 
the basis of that testimony and the prices that went in in con- 
nection with it that I have reached that general conclusion 
that to a slight extent — although I think the figures will show 
only to a slight extent — prices have been maintained rather 
higher than they would have been otherwise, probably. 

Mb. Reed : You are speaking of oil? 
The WiTisTESs : I am speaking of oil. 

By Mb. Dickinson : ^ 

Q. But those competitors were weak competitors that were 
crushed out, were they not? 

A. Relatively speaking, as compared with the largest com- 
petitor, yes. May I finish the answer? Although there have 
been and still are competitors that apparently could not be 
crushed out because they have been in existence for a good 
many years and are stiU in existence. 

Q. You have not had, however, the opportunity of consid- 
ering figures which might have existed with respect to prices 
if there had been unrestrained competition. If so, just state 
what those figures are. 

A. Naturally not. 

Q. So, as to that, it is speculation, is it not? 

A. Not entirely speculation. 

Q. Well, it is a thing about which persons in your line of 
training might very well differ, may they not? 

A. They might differ and do differ, but pretty generally 
in connection with that matter they have not differed, on the 
basis of the figures that are in existence which show the course 
of prices before a great combination was established and after 
a great combination was established, taking all things into 
account. 

Q. But what I want to get at is this : is there any general 
consensus of opinion among economists as to what the differ- 
ence would have been between the price of oil as it was under 
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the combination and what it might have been if the combina 
tion had not existed? 

A. An absolute difference in figures, I think not, no. 

Q. And there is no basis of getting at that is there? 

A. Naturally there is no basis of telling what conditions 
would have been had they been different from what they are. 

Q. And you cannot tell how far, then, those prices in re- 
spect of oil over certain periods involved in these tables may 
have been artificially raised over what they would have been 
if conditions had been free and competition had been unre- 
strained? 

A. Only in this way. There has always in the case of oil 
been more or less competition. The facts are given and the 
figures are available, and the figures have been used to show 
the general course of prices and the general trend of prices 
over a period extending back almost to the beginning of the 
oil industry in this country, and by noting the courses of those 
prices at different periods and knowing what the conditions 
were as regards the competitors, and so on, one may in that 
way reach something of a judgment, although of course it 
would not be the absolute definite figures that are now in ex- 
istence. 

Q. Would not those figures which prevailed at a long 
time back, say twenty years, have also been influenced by 
conditions of trade and commerce and other conditions of 
production, of course applicable to that time, which would 
not have been in existence and would not have operated say 
within the last ten or fifteen years ? 

A. All of those things should be, and as far as I recall, 
have been taken into account. 

Q. Then you have no way, have you, of measuring how far 
the artificial control of oil has affected this commodity table '? 

A. Not absolutely, no. 

Q. That is true also in regard to sugar, is it not? 

A. So far as the absolute definite figure down to very mi- 
nute fractions of a cent are concerned, that would be true. 
Nevertheless the prices and the tables and the charts can 
give a pretty definite showing with reference to conditions 
in the sugar industry over certain periods of time. 
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Q. You do not mean to say that these tables and charts 
you have presented show that? 

A. Not these, no; tables and charts that were presented 
earlier. 

Q. Have you not ascertained ia your investigations that 
for a long time the price of sugar was artificially controlled 
by a trust and combination? 

A. I thought that I had established this, that when the 
sugar combination was at times strongest, immediately after 
it was formed, that it was able for a short period, by com- 
bining a number of establishments, to maintain the price 
somewhat — really quite materially, considering what sugar 
is — above the price that had existed before that combination. 

It was also shown, however, in that same study, and on 
these same charts, that after a comparatively short time, 
within two years, competition was called into the market that 
drove the prices down again as low as they had been before 
the combination was made, and held those prices as low as 
that for the period of a year and a half or two years, until 
there was another combination made. 

The American Sugar Refining Company bought out its 
chief competitors, the Spreckels people ; then the prices were 
put back again and were maintained and continued in the 
market somewhat higher for another year or two, until there 
came other competition in, following the same process that I 
have indicated in reply to what you stated was a hypothetical 
question, and forced the price back again to rates so low that 
the margin between the price of the raw sugar and the refined 
sugar was down to an absolute cost basis or below, in ac- 
cordance with testimony that was given by various sugar re- 
finers before the United States Industrial Commission, to 
nearly a quarter of a cent below what Henry 0. Havemeyer 
testified was the cost of sugar refining; and it was held down 
there for a time without a new combination being made. So 
far as appeared at that time in the testimony, there was a 
gradual relaxation of this most strenuous competition, and, 
so far as I am aware, from that time on the prices of sugar 
have been running in the market at such rates that there 
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would presumably be a normal condition of business with 
several competitors in the field, those prices being maintained 
at what would ordinarily be considered normal, reasonable 
rates. 

It strikes me that the investigation made into the sugar 
industry, as brought out in those two investigations spoken 
of before, confirmed absolutely the answers that were made 
to your hypothetical questions ; that any attempt made by a 
large competitor to maintain prices above reasonable rates 
is certain within a short time to bring into the field a com- 
petitor so strong that it will force the prices down, and, as 
long as that competition continues in that sharps way between 
the strong competitors, to force the price down to rates that 
are abnormally low, rates that will tend toward the ruin of 
not merely the competitor that comes into the field, but also 
of the strong combination, and the only way out of that is 
for the strong competitor to buy out its smaller competitor, 
and that of course has to be done at ruinous rates practically, 
and if it attempts to recoup by high prices it is certain to find 
other competitors still coming into the field and the whole 
process must be repeated. 

I think perhaps that there is nothing else in the economic 
history of industrial combinations in the United States that 
shows us more completely those principles that I have at, 
tempted in answer to your hypothetical question to point out 
than the history of the sugar industry. 

(At the request of counsel the pending question was re- 
peated by the stenographer.) 

By Me. Dickinson: 

Q. (Continuing) Your answer has been rather long. My 
question is : Have you not ascertained in your investigations 
that for a long time the price of sugar was artificially con- 
trolled by a trust and combination. 

How is that; is that so or not so? 

A. I should say not for a long period ; for short periods 

in two cases. 

Q. What would you call a long and what would you call a 
short period, in the sense in which you use those terms? 
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Me. Lindabuby : Has he not answered about a year in each 
case? 

Mr. Dickinson: I do not recall. 

Me. Lindabuey: That is my recollection. 

The Witness: A little longer than that. 

Mb. Lindabuey: Anyhow, the length is what the Judge 
wants now. 

By Mr. Dickinson: 

Q. (Continuing) I want you to define what periods you as- 
certained, if you did, that it was controlled? 

A. In the first instance that I have in mind the period 
was, as near as I can say offhand by looking at the chart, 
something less than two years. 

Q. What time was that ; state when that was. 

A. That was from near the beginning of 1888 to near the 
close, I should say — the months are not indicated here — say 
about October, 1889. That is something like a year and three- 
quarters. 

Q. And what was the other? 

A. In the second case the apparent effect of the combina- 
tion, which had some other elements entering into it also, con- 
tinued for a little over two years, nearly two years and a 
half. 

Me. Lindabuey : Do not interrupt him. He was just start- 
ing his answer. 

By Me. Dickinson: 

Q. I am just asking the time; I do not want to limit his 
answers. 

Me. Lindabuey: You gave the length the first time, and 
so the Judge asks as to the length of the second period. 

The Witness : For about two years and a half from say 
February or March, 1892, until probably about August, 1894; 
the months are not indicated on the chart. 

By Me. Dickinson: 

Q. Then there was four and a half years about altogether? 
A. With, however, an interval 
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Q. (Interposing) I do not mean continnous; it was all to- 
gether, taking the two together? 

A. With an interval of most vigorous and ruinous com- 
petition between the two, so that in neither instance did what 
could be considered the effect of the combination as such last 
longer than at the outside two years, and a half. 

Q. Then taking the two together, with this interval that 
you spoke of, it was about four years and a half? 

A. There were about four and a half years. 

Q. Now, do you want to say anything more? 

A. Yes; I was about to add that it would of course be 
scientifically erroneous to base any conclusion as to the length 
of time that a combination could maintain prices upon the ad- 
dition of those two figures, the two years and two years and 
a half, that existed at different times, separated out from one 
another. 

Q. I was not drawing any such conclusion as that; I was 
simply going to ask you whether or not both of those periods 
were embraced in the period covered by that table you have 
of those commodities? 

A. That is true. 

Q. Now, have you any way that you now know of of giving 
flrbat the difference in prices would have been during either 
of those periods, between the prices that did prevail and 
what would have been the prices if there had been unrestricted 
competition ? 

A. You mean of sugar? 

Q. How? 

A. You mean what the price of sugar would have been? 

(The question was repeated by the stenographer.) 

The Witness: You mean the prices of sugar? 

By Mk. Dickinson: 

Q. Yes. 

A. Yes, I have. 

Q Now, take the first period. How can you say what the 
price would have been during that period if there had been 
unrestricted competition? 

A. I should estimate it in this way; during the three or 
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four years preceding the combination I have the figures here 
showing the difference between the price of the raw sugar 
and of the refined sugar. That difference indicates the cost of 
refining plus any profits, if there were any. The testimony 
given before the Industrial Commission shows that the cost 
of refining, in itself, was not less at that period than one-half 
a cent a pound. During the second period that I have char- 
acterized as a period of competition — ^when the Spreckels re- 
fineries had come in — the cost of refining plus the profits ran 
but a little above a half a cent a pound during that entire 
period. 

During the two periods that I have characterized as 
periods of combination this line indicating the difference be- 
tween the price of the raw material and of the finished pro- 
duct ran possibly about a cent and a quarter. Of course those 
figures could be taken and figured out absolutely. 

At no time, excepting for a very few days, did it run as 
high as a cent and a half. That would show that between a 
time of competition, when competition was so vigorous that 
sixteen competitors out of forty went into bankruptcy and 
failed, and the period of the highest prices, when the combina- 
tion was apparently having its strongest effect upon the mar- 
ket, there was at the outside not over three-quarters of a 
cent difference per pound ; and during most of the time it was, 
I should say, not over half a cent per pound. So that I think 
there is here the data by which one may measure fairly well 
the power of the combination at not over three-quarters of a 
cent per pound; and during most of the time not over half 
a cent per pound. 

Q. And you are taking as a basis of that the comparmg 
of the cost, as of these different periods? That is your main 
factor, is it not? 

A. Taking as a basis of that the cost of refining plus any 
profits that there may have been; and we have absolute testi- 
mony as to the cost of refining. The rest must be, the profits 
and the effect upon the community at large. 

y. Do you undertake to say that all other conditions that 
would bear upon the effect of prices of those respective periods 
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were the same, and that the only ones that could have affected 
it would have been the one of cost? 

A. Not absolutely; but the testimony throughout this 
period shows that while there were some other elements that 
entered in, that that was the main element in this special 
ease. 

Q. Take the first period— what year was that? 

Mr. Lindabuey : 1888 he said. 
The Witness : 1888. 
Me. Reed : To 1889. 

Me. Lindabuey : To the latter part of 1889. He can give 
it better. 

The Witness : It was from the early part of 1888 until to- 
ward the close of 1889. 

By Me. Dickinson: 

Q. Do not the climatic conditions and the kind of crops 
have any bearing upon that? 

A. At one part of that period it had an effect upon prices 
to consumers, but apparently very little effect upon what could 
be spoken of as the influence of the combination, as shown by 
this cost of refining plus profits; but presumably it did have 
some little effect in that case, for this reason : that an increase 
in the cost of raw sugar increases somewhat the cost of refin- 
ing beyond what 

Q. (Interposing) It depends on the size of the crops, too, 
does it not? 

A. That would not affect this question in the least. 

Q. Would it not affect the question of price? Does not 
that enter into the question of price to some extent always ? 

A. You, I think, Judge, must have misunderstood the 
point that I made before ; in indicating the effect of the com- 
bination, I was not measuring the effect of the combination 
by the selling price of the product. I was measuring that 
effect by the difference between the price of the raw material 
and that of the finished product, so that if the raw material 
were to increase in price by, we will say, a cent and a half or 
two cents, and the finished product increase in price by some- 
thing like the same amount, the price of the product to the 
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consumer would be affected. That, however, would not indi- 
cate the effect of the combination. The effect of the combina- 
tion was indicated, and that was the way in which I was 
attempting to measure it, by the difference between the cost 
of raw material and the finished product. 

Q. Do you know what the cost of raw material in 1888 
was, compared with 1889? 

A. As regards the raw sugar? 

Q. Yes. 

A. Yes. 

Q. What was it? I am asking you if you know — ^not if 
you have it in that book. Did you know it when you answered 
that question awhile ago? 

A. I knew it when I answered that question. 

Q. What was it? 

A. I had it indicated on the chart. 

Q. What was it? 

A. The cost of the raw material ? 

Q. Yes; in 1888. 

A. Through the year 1888 it ran, on the average, about 
a little less, I should say, than 5% cents. 

Q. 5% cents a pound? 

A. 5% cents a pound. 

Q. What was it in 1889? 

A. I have the tables so that I. can give that accurately, if 
you like. 

Q. I want to know what you had in your mind, exactly, 
when you answered the previous question. I want to get the 
basis of that. 

A. I should say a little over 61/2 cents a pound. 

Q. What was the second period that you gave of the com- 
bination — what was that price? 

A. The second period was from early in 1892. 

Q. What was the price of raw material then? 

A. The price of raw material at that time was about 33/3 
cents per pound, I should say. In the meantime it should 
be noted that the duty had been reduced about two cents per 
pound, and the reduction of the duty accounted for the larger 
part of that fall in price. 
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Q. Was tobacco included in these commodities'? 

A. You mean in the 

Q. (Interposing) In the commodities on which you base 
your index figure. 

A. It is. 

Q. Don't you know that for a long period of time during 
that covered by this table of coromodity figures, the prices of 
tobacco were controlled by combinations'? 

A. I have heard it so stated, but I have, myself, never 
investigated that question of the tobacco combtaation, so that 
I have no definite basis for judgment more than general ru- 
mor. I may add further that I have also heard it stated that 
the prices of certain kinds of tobacco were lowered by the 
combination. 

Q. But you don't know how either of those facts are'? 

A. As regards the prices of tobacco, I do not know; I 
have not investigated those prices. 

Q. And you do not know, then, how far that element of 
control may have entered into the prices of tobacco which 
are indicated in these commodity tables'? 

A. I do not. 

Q. Was meat included in this table ? 

A. Meat was included. 

Q. Do you know whether or not, over periods of time 
within the period covered by those tables, prices of meat were 
controlled by combinations? 

A. I had, during a few years, from 1890 to 1908, investi- 
gated somewhat this period; and the conclusion that I had 
reached was quite decidedly against that. I think I had better 
read definitely my conclusion. 

Q. You need not read it unless you want to. 

A. I think it is perhaps worth while' to have the conclu- 
sion. 

Q. It rests with opposite counsel. 

Me. Lindabtjby: He indicates that he wants to read it, 
and if he wants to and you do not object, he might as well 

proceed. 

Me. Dickinson : Something has been said about the length 
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of the cross examination, and I might suggest that the length 
of the answers might have something to do with it. 

The Witness: The conclusion that was reached, as ap- 
pears here, on page 4-25 of the Massachusetts report on the 
cost of living, was that the influence of any combination, if 
one existed in meat products, had not increased the cost of 
meat. 

Mb. Lindabuey: You did not read that, did you. Professor? 

The Witness : No, I did not read it. It is the general sum- 
mary. I had already looked it over, so as to be sure that T 
was right about that. 

By Ms. Dickinson: 

Q. You reached the conclusion that there was a combina- 
tion? 

A. I had expressed the matter in this way — I think I 
should like to read it. 

Q. All right; take your own course. 

A. That it had been popularly supposed that there was a 
combination that had controlled the price of beef. My con- 
clusion was that it had not. As regards the combination it- 
self, I had no judgment. 

Q. Did you make an investigation of witnesses under oath 
as to that? 

A. I did not. I investigated in this case simply the prices 
of cattle and the products of cattle. 

Q. And from that you reached the conclusion that the 
combination had not affected it? 

A. I concluded that the price of beef had not gone up in 
proportion to the price of cattle, and in consequence there 
was no influence that could have operated so that any com- 
bination could have affected it in the way in which you have 
indicated ; whether one existed or not, I made no judgment. 

Q. You stated that this table embraced cotton and cereals, 
did you not? 

A. Yes. 

Q. Those prices are affected year after year, and very 
largely, by the climatic conditions, are they not? 

A. I should like to answer that rather in detail. There 
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are certain products that, from their nature, have their prices 
determined primarily hy a question of demand, and others 
primarily, as we may say, by the supply, rather than the de- 
mand. In the case of the agricultural products to which you 
are referring, the demand for wheat, for example, and for 
corn, is normally quite steady. People do not increase their 
consumption of wheat very materially if the price goes down, 
nor lessen it very materially if the price goes up. In conse- 
quence, a short crop of wheat is likely to send the price up 
pretty high, and a very large crop — the world over, I mean — 
is likely to lower the price very materially; the supply there 
being really the controlling factor, because the demand is sub- 
stantially even. 

In some other lines the demand varies materially, and 
the supply adjusts itself to the demand. In the case of the 
products of which you have spoken it is true 

Q. Which one? 

A. In the case of the raw materials you have mentioned — 
agricultural products, I mean to say, that you have men- 
tioned — the matter of the supply, and in consequence the 
large or short crop, affects quite materially the price. 

Q. And those are affected by conditions of weather and 
floods, are they not? 

A. Yes. 

Q. (Continuing) That operate upon them, and may not 
operate at the same time upon other commodities such as steel 
products, at the same time? 

A. That is why, in the making of these index numbers, 
it is thought desirable to take a very large number, so that 
all of these minor fluctuations will be, to a very considerable 
extent, eliminated— almost entirely; so that these index num- 
bers indicate with substantial accuracy the general course of 
prices, and, in consequence, are better than anything else that 
has been devised to measure the fluctuations in the value of 

the monetary unit. ^.11- 

Q. Has that ever been adopted by any country as the basis 

of exchange of commodities and of value? 

A. It has. been adopted by various governments, mcludmg 
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our own, as a substantially accurate way of judging average 
prices and the prices of commodities in connection with 
money; and it has been recommended, I may say, by a very 
large proportion of the leading economists of the world as a 
general standard, in accordance with which we should make 
contracts, especially over long periods of time, if we can get, 
as a practical matter, an agreement among different nations 
to that effect. 

There is, I may say, at the present time, that matter under 
consideration, as to whether it may not be practicable to get 
a union of a number of the different governments who would 
ascertain a general index number of this kind, that could be 
agreed upon from month to month by governmental bodies and 
have the governments then arrange matters in such a way 
that it might become the standard of value, especially for long- 
time contracts; because it is universally recognized, I think, 
by economic authorities that it is a much more trustworthy 
standard than money. The reason why it has not been 
adopted in business regularly, I suppose, is because a business 
man, who is giving his attention to his sole business, has as yet 
found no way by which he can make it a practicable thing for 
everyday transactions. 

Q. That is called the multiple standard, is it? 

A. It would be called the multiple standard if it were 
adopted so as to become a standard. 

Q. It never has been, has it? 

A. It has not been. 

Q. And, for all practical purposes, we have to go by the 
old standard of money? 

A. In our every-day business we do. 

Q. And it is accepted as the measure of value of different 
commodities, is it not, in the business world? 

A. It is accepted as the measure of value for our daily 
transactions in the business world. 

Q. If a man has cotton and he wants to buy steel, he turns 
that cotton into money, at the money value, and then he buys 
the steel at the value of steel, in money? 

A. That is what he is compelled to do, of course, under 
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our present circumstances, and as long as the two transac- 
tions are substantially made at the same time, that would do. 

Q. And the world wags on on that basis? 

A. And the world wags on on that basis for a temporary 
period. I may add that, as the time increases, however, this 
fluctuation of value of the money very frequently makes great 
confusion in the business world, and even in the political 
world. 

Q. Coming back to these products that are affected by 
climatic conditions and floods : they vary very much, do they 
not, in different years, on account of crop conditions? 

A. Sometimes they vary a good deal. 

Q. Does not the cotton crop vary as much as 2,000,000 
bales of cotton a year? 

A. It varies a great deal. 

Q. Does not the price go up as the amount of the produc- 
tion goes down — and all that has gone into these tables, has 
it not? 

A. These facts have gone into the table, to the very small 
extent to which a single commodity could affect the general 
result. 

Q. Cotton is a very large commodity, is it not? 

A. Oh, yes. 

Q. And meat is, too, is it not? 

A. They are both large commodities. 

Q. And cereals are too ? 

A. They are large commodities. 

Q. And tobacco and oil are large commodities, are they 

not? 

A. They are all large commodities. 

Q. And steel goes in also, does it? 

A. Steel goes in. 

Q. Is there anything much larger in this country than 
those I have mentioned? If so, what is it? I have heard 
something about eggs— are eggs included there? 

A. Eggs are in there. 

Q. Have you ever heard of eggs being controlled by a 

combination ? 
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A. I have not. 

Q. You did not hear about the ladies over in Philadelphia 
breaking an egg combination recently, did you? 

A. That would be one of those local combinations that 
could not have a very serious effect. 

1 should add, in connection with this answer, that all these 
matters have been taken into consideration by the men mak- 
ing these index numbers, and by those using the index num- 
bers; and it is practically universally conceded by the 
economists, as well as by leading governments, that they rep- 
resent with substantial accuracy the course of general prices. 

Q. You did not do that part of it yourself — ^make the index 
numbers ? 

A. I used the index numbers that had been made by the 
leading authorities on that question in the world, and that 
have been generally accepted by the leading thinkers and 
writers on the subject in the world. 

Q. That is what I understood. 

A. Yes. I did not make up the figures. 

Q. You did not make them? 

A. No; certainly not. 

Q. And, of course, you do not know how far or what al- 
lowances have been made on any of these questions 1 

A. I know pretty well the allowances that have been made, 
because that has been indicated. 

Q. Do you know what allowances have been made for the 
reduction of the cotton crop by the boll weevil? 

Me. Lindabukt: And upon potatoes by the beetle? 

Me. Dickinson : Yes ; I am very glad to have your sug- 
gestion. 

The Witness: Those allowances, of the kind you are 
speaking of, are not made, of course ; and they should not be 
made. The relative proportion that cotton plays in a general 
index number is indicated; and so the effect of anything of 
that kind does appear in these general index numbers, if that 
is what you mean. Every influence of the kind that you are 
speaking of that affects the price of any one of these com- 
modities does enter into these index numbers, and is shown 
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in tlie general result in proportion to its proper influence so 
nearly as possible. 

By Mb. Dickinson: 

Q. Is it not a fact, however, Professor, that comparing 
short peiiods and the influence of artificial control, market 
prices are a fairly just indication from which you can arrive 
at conclusions which are accepted as correct by economists'? 

A. It depends upon the subject you are investigating. In 
many cases that would be true and in other cases it would not 
be true. 

Q. Then I will particularize a little later. 

(Whereupon an adjournment was taken until to-morrow, 
Friday, February 13, 1914, at 10:30 o'clock a. m.) 
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ONE HUNDEED AND FIFTY-NINTH DAY, 

EmPIKB BtTILDING, 

71 Broadway, New York City. 

Friday, February 13, 1914. 

Before Special Examiner John Aethue Beown. 

Present on behalf of the United States, Ms. Dickinson 
and Me. Colton. 

Present on behalf of the Defendants, ]^Ib. Lindabtjey, Me. 
Severance, Me. Bolling and Me. Eeed. 
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the witness under examination at the taking of the adjourn- 
ment, resumed the stand for further examination. 

CEOSS EXAMINATION (Continued) 
By Mb. Dickinson: 

Q. I see you have before you there "The Trust Problem," 
which is identical with the work I hold in my hand. Please 
turn to page 76 and read there : 

"Granting, then, all that can be said with reference to the 
special advantages that come from legal monopolies and from 
natural monopolies, it still seems reasonable to believe that 
without them what must, imder the present usage of terms, 
be called monopoly, does, through the power of capital, exist, 
temporarily at least; and apparently it may exist perma- 
nently, exerting, if it wishes, some if not all of the power 
exercised by other monopolies, and needing like them the 
restraining hand of the state through courts and legislatures 
to prevent abuse. The term 'capitalistic monopoly' has been 
given to this kind of business organization, and until a better 
expression is found, it seems well to make use of that." 

You wrote and promulgated that, did youT 

A. I did, yes. 

Q. How long have you been familiar with this system of 
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comparing values of commodities over different periods such 
as is illustrated by the charts and tables which have been re- 
ferred to by you? 

A. Which charts and tables do you mean? 

Q. The charts and tables that were testified to by Pro- 
fessor Smith, and to which you have referred in your testi- 
mony. I mean Exhibit— well, you know what I mean. 

A. Well, as regards the use of the index numbers in gen- 
eral, as indicating the course of prices of general commodi- 
ties, I cannot say; I suppose fifteen or twenty years; a long 
time. As regards the use of the prices of general commodi- 
ties to determine the valuation of a single commodity, as was 
done in most of these charts, the first time I think that I made 
use of that method was in an address that I gave before the 
Michigan Bankers ' Association, I think it was in the summer 
of 1910. May I verify that, so as to be absolute ? 

Q. Yes. 

A. The first time that I made any public use of that was 
in an address given on June 21st, 1910. May I just add a 
word? In that case, in discussuig the course of prices, the 
increase and fall of prices, it seemed well to me to figure out, 
the first time I had really thought of doing it in that way, the 
purchasing power of wages in terms of general prices, as a 
more accurate way than to put it in terms of money. 

Q. Now I asked you if that basis had ever been adopted 
by any countries as the basis of exchange of commodities and 
of value, and you replied "It has been adopted by various 
governments, including our own, as a substantially accurate 
way of judging average prices and the prices of commodi- 
ties in connection with money," etc. 

Now, what did you mean by saying it has been "adopted 
by our Government"? You do not mean to say that our Gov- 
ernment has passed any act adopting anything of that sort? 

A. Oh no; I simply meant that certain departments of 
the Government, for example the Treasury Department, had 
itself published and quoted those index prices as indicating 
the scientific methods of handling prices. 

Q. They also quote and publish money prices? 

A. Yes. 
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Q. And you meant to say that they had simply done so, 
or some departments, as a theoretical basis, do you? You do 
not mean to say that it had any government sanction other 
than just being used by some departments in that way? 

A. For instance, the statistician of the Treasury Depart- 
ment has published those prices and used them as indicating 
the general course of prices in this country and in Europe. 

Q. And that is all you meant when you said it had been 
adopted by the Government? 

A. That is all. 

Q. Now, as I understand, in your charts you took from 
1895 to 1900, inclusive, and within that period the prices ex- 
tending over that period of a number of commodities, and 
from the averages you derived your index price of 100; is 
that correct or not? If not, just explain. I may not have 
stated it with sufficient fullness or sufficient correctness. 

A. I think I understand. Judge, what you have in mind. 
In order that we might make comparable, as nearly as pos- 
sible, the money prices that had been quoted and used in the 
Gfovemment exhibits, in order that we might make as ac- 
curate a comparison as possible with those, we took the period 
nearest that taken by Dr. Walker in the preparation of his 
chart, as near a period to that as possible, in order to make 
our basis of comparison, and the nearest period that we could 
get was that period from 1895 to 1900, inclusive, because we 
had to take full years, the index prices being published only 
in terms of years. 

Q. You say the nearest period to Walker; what period did 
you understand Walker to have taken? 

A. Walker took from 1895 to 1901, to the time of the or- 
ganization of the Steel Corporation. 

Q. Do you mean from 1895 to 1901, inclusive, all of those 
years ? 

A. No, to the time of the organization of the Steel Cor- 
poration. 

Q. You mean from the 'first of 1895 or the first of 1896! 
I am just asking you now? 

A. We took the period as shown definitely by the chart. 
My impression is that it was from the first of 1895. 
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Q. I think tliat is what it was. 

A. That is my memory of it. We have it exactly here; 
from the first of 1895, that was my memory. 

Q. So it was the period from the first of 1895 to what? 
Grive it exactly. 

A. To about the middle of March, 1901. 

Q. And your period was from 1895 to the first of January, 
1901? 

A. Yes; that is as near as you can express it in those 
terms. My figures, of course, were in full years, it not being 
possible to give it in any other way, that is to say 1895, 1896, 
1897, 1898, 1899 and 1900. 

Q. And you left out a portion of the period considered by 
him? 

A. I left out some two or three months ; it was not possible 
to make the comparison any more nearly. 

Q. Now, then, as I understand it, this index figure which 
is the basis of comparison which you used throughout these 
comparisons, represents the resultant, considering the figures 
throughout that whole period, of all of those commodities? 
It is an average, is it not, of all ? 

A. Do you mean the figure that we used from 1895 to 
1900? 

Q. I mean that figure that you give as the basis of com- 
parison, that index figure of 100 ; that is the average from the 
first of 1895 to 1901, of all the market prices of all these com- 
modities blended together? 

A. It is an average of the average prices for those years 
from 1895 to 1900, inclusive. 

Q. And all of the high points that may have been brought 
about by any commercial convulsion, or all of the low points 
that may have been attained by competition; they are blended 
in this common result? 

A. We followed as accurately as possible Dr. Walker's 
method there, and put them together during those periods of 
years I have spoken of as that basis for that time. 

Q. But is that a fact, that in this resultant of 100 that you 
take as an index, all of the high and low points are reduced 
to an average level ? 
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A. Yes. 

Q. You do not show, within that time, the prices running 
over any period of months, or any period less than a year, of 
any particular commodity? 

A. We show, over that period, the same figures that Dr. 
Walker shows, which do include the prices of steel by months 
during those years. 

Q. In which table do you show the monthly prices for a 
particular steel product? 

Mb. Ebed : Do you mean which chart or which table ? 

Me. Dickinson : Chart or table. 

The Witness : We had better have them both here. 

Me. Colton : It will be in the table. 

The Witness : The question referred to tables. 

By Me. Dickinson : 

Q. Very well ; make it the table. 

A. On Table 20 are shown the average monthly prices of 
iron and steel in the United States, including, of course, the 
same figures throughout that Dr. Walker used in the prepa- 
ration of his. 

Q. That shows ten products combined? 

A. Yes. 

Q. I ask which one shows any particular product for any 
particular month. 

A. There is none in this table that shows that. 

Mb. Ebed : Do you ask the same as to the charts, too f 
Mb. Dickinson: No; I did not ask about that. 

By Me. Dickinson : 

Q. Is there anything there in that index figure from which 
you can estimate in any way the effect, if any, of severe com- 
petition or any combination extending over periods of several 
months within any particular year, using the tables and the 
index figure as to any particular steel product? 

A. I should say no, not accurately. 

Q. Have you before you a copy of the report of the Com-^ 
mission on the Cost of Living, of May, 1910, made by the Com- 
mission to the Commonwealth of Massachusetts! 
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A. Yes, sir. 

r+i^" .T™^ ^''^ ^"^ P^^^ ^^^- ^^ P^^^ 686 is a table en- 
titled Difference between Bessemer pig iron and steel bil- 
lets, 1898-1909, per gross ton," for each of the months of those 
several years, is there not? 
A. Yes, sir. 

Q. Was that table used by you in making the report for 
the Commission? 

A. It was. 

Q. That table showing this difference is based alone on 
market prices in money, is it not? 

A. On the market prices as they are represented in the 
sources from which this was taken, the Iron Age and the In- 
dustrial Commission reports, yes. 

Q. But it had no relevancy to any commodity standard? 

A. No. 

Q. Turn to page 687, where there is a table entitled "Aver- 
age Monthly Prices of Steel Rails, 1898-1909, per gross ton." 
That shows the market price, does it not, as quoted in the 
papers for those years and for each month of those years? 

A. Yes. 

Q. And that table was used, was it, as the basis of that 
report? 

A. That table was used as a part of the basis of that re- 
port. 

Q. Turn to page 688, where there is a table, is there not, 
entitled "Differential Between Steel Bails and Bessemer Pig 
Iron, 1898-1909"? 

A. Yes. 

Q. That shows a comparison or differential between steel 
rails and Bessemer pig iron for each of the months of those 
several years, based upon quoted money market prices? 

A. Yes. 

Q. Was that table used by you in that report? 

A. It was. 

Q. On page 689 there is a table entitled "Average Monthly 
Prices of Steel Beams, Philadelphia, 1898-1909, per gross 
ton," is there not? 

A. Yes, sir. 
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Q. And that table shows, for those years, and each month 
of said years, the quoted money market prices ? 

A. It is computed from those, yes. 

Q. That table was used by you? 

A. It was. 

Q. In making that report? 

A. It was. 

Q. On page 691 is there not a table entitled "Difference 
Between Steel Beams and Billets, 1898-1909, per gross ton"! 

A. Yes. 

Q. That table, showing this difference for those years 
and for each month of those years, is based upon the quoted 
money market prices, is it not? 

A. It is. 

Q. And that table was used by you in making that report! 

A. It was. 

Q. On page 696 there is a table, is there not, entitled 
"Average Monthly Quotations of Smooth "Wire, 1895-1909, 
per hundredweight ' ' ? 

A. Yes. 

Q. That table shows, for part of 1895; that is, the last 
four months, and for each of the months of all the other years 
from 1895 to 1909, inclusive, comparative prices, does it not? 

A. It does. 

Q. There is a note here "1895-99 from report of the Indus- 
trial Commission, 1900, volume I, page 55 ; 1900-1909 from 
W. J. Filbert, Comptroller United States Steel Corporation." 
Was that table used by you in making the report? 

A. It was. 

Q. Continuing with that table, does that not show a con- 
stant price for smooth wire from April, 1901, to October, 
1902, inclusive? 

Me. Reed: I object to that on the ground that the table 
speaks for itself. 

^ Me. Dickinson : I did not want to put them all in evidence. 
I will if you want me to. I was trying to avoid multiplying 
the tables. I will offer that table in evidence. 

Me. Reed : That is objected to unless the whole report is 
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offered in evidence. We object to tlie offer of a part without 
the offer of the whole. 

By Mr. Dickinson : 

Q. Now will you answer the question as to whether or not 
that table shows, from April, 1901, to October, 1902, a con- 
stant price for smooth wire 1 

A. From April, 1901, through September, including the 
month of September, it shows a constant price. 

Q. And from March, 1903, through November, 1903, in- 
clusive, it shows a constant price, does it not? 

Mr. Eebd : That is objected to on the ground that the table 
speaks for itself and is the best evidence of its contents. 
The "Witness : Yes. 

By Me. Dickinson : 

Q. And from February, 1905, to December, 1905, inclusive, 
it shows a constant price, does it not, except one break in 
August? Is that correct? 

Mr. Eebd : That is objected to for the reason that the table 
speaks for itself, and is the best evidence of its contents. 
The Witness : It does, with the break in August indicated. 

By Mr. Dickinson : 

Q. And it shows, from February, 1906, to July, 1906, in- 
clusive, a constant price, does it not? 

Me. Eebd : The same objection. 

The Witness : It does. 

By Mr. Dickinson : 

Q. And from January, 1907, to August, 1907, inclusive, a 

constant price, does it not? 

Mr. Eebd : The same objection. 
The Witness : It does. 

By Me. Dickinson : . -, . -^ ■, 

Q. And from July, 1908, to April, 1909, inclusive, it shows 

a constant price, does it not? 

Me. Ebed : The same objection. 
The Witness: That is correct. 
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By Me. Dickinson : 

Q. This table was used by you, was it not, in making that 
report? 

A. It was. 

Me. Dickinson : We offer that table in evidence, from page 
696 of this Massachusetts report on the Cost of Living, 

Me. Ebed: We object to the offer of a part without the 
offer of the entire report. We also object to it as incompetent 
and irrelevant, and, further, as not cross examination. 

(The table referred to was thereupon marked "Govern- 
ment Exhibit (Jenks) No. 476, February 13, 1914," and will 
be found in the volume of Government Exhibits.) 

By Me. Dickinson : 

Q. Now, will you be kind enough to turn to page 390, and 
beginning at the top of the page I will read as follows : 

"Nevertheless, the trusts have also doubtless had their 
influence either one way or the other, and this influence de- 
mands detailed study. In order to get anything like an accu- 
rate estimate of this influence, a comparative study must be 
made of as many special articles as possible that are manu- 
factured by the trusts, comparing the course of these prices 
with the course of prices of articles manufactured by inde- 
pendent competitors. Such a comparative study will enable 
us to see the apparent influence of the trusts, and will assist 
us to reach some reasonable conclusions." 

You wrote that, did you ? 

A. I did. 

Q. Now, what do you mean there by "iadependent com- 
petitors ' ' 1 Do you mean those in some other line of business 
from those you first referred to or not? 

A. I had in mind articles outside of the industries that it 
was alleged by many people were largely under the influence 
of the industrial combinations. 

Q. Turn to the bottom of page 390 of the same volume : 

"In other cases experience seems to have shown the man- 
agers of some of the larger combinations that it is good policy 
not to exploit the public too far by pushing prices very high, 
even when monopolistic power would permit such action, 
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since it lias been found that high prices call in new competi- 
tors, who in turn must he bought off or whose lower prices 
must be met at considerable loss. Some of the larger combi- 
nations, therefore, have thought it wise to maintain reason- 
able prices, so low that they would not tempt many competi- 
tors into the field, being thus satisfied with good profits that 
were steady, instead of with first high profits and then low 
profits or none at all." 

You wrote that, did you? 

A. Yes. 

Q. Turn to the bottom of page 409, as follows : 

"The diagram shows in these later years something of the 
influence of the combination on prices which was noted more 
particularly in earlier years; but from the nature of the in- 
dustry, the ease of making competition with relatively small 
capital, there is not manifest from the diagram the same con- 
trol of the market that appears in the case of the steel 
companies. This, indeed, is hardly to be expected." 

You wrote that, did you? 

A. Yes. 

Q. And what dia^am were you referring to there? Was 
it the diagram, about whiskey as appears on page 406 ? 

A. Yes ; wait one moment and I will be positive about that. 
Yes, I was referring to the diagram facing page 406, entitled 
"Diagram III. — Prices of spirits and com." 

Q. Coming ag-ain to page 410, under the heading "Iron & 
Steel, ' ' I read as follows : 

"The three diagrams representing the iron and steel 
trades show in a very striking way the influence of pools and 
industrial combinations in a number of instances, the influence 
at some times seeming apparently very unfavorable to the 
consuming public, at other times favorable. There is perhaps 
nothing in any of the diagrams to indicate that the combina- 
tions have had any material effect in increasing the cost of 
living during the last few years, especially the last two years. 
It is nevertheless of material importance to note the effects 
of the combinations, whether favorable or unfavorable." 

You wrote that, did you? 
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A. Yes. 

Q. Please state what diagrams you there referred to. 

A. In the first place to Diagram IV. 

Q. Opposite page 410? 

A. Opposite page 410. 

Q. Just state what that is entitled? 

A. That is entitled "Diagram IV. — Prices of Steel Pro- 
ducts, Dollars per Hundredweight. ' ' 

Q. What is the next one ? 

A. The next one is the diagram facing page 416, entitled 
"Diagram V. — Prices of Iron and Steel." Then, in paren- 
thesis, ' ' 1898 to 1909, by months. ' ' Then another parenthesis, 
' ' Dollars per ton. ' ' 

Q. And the third diagram? 

A. The one opposite page 420, entitled "Diagram VI. — 
Prices of tin plates." 

Q. I think that is all, three? 

A. Yes. 

Q. Those were the diagrams which you stated showed in 
a striking way the influence of pools and industrial combina- 
tions in a number of instances? 

A. They are. 

Q. Now, please turn to the first one, Diagram IV, and 
state what articles are depicted there. 

A. Barbed wire, smooth wire, wire nails and steel billets. 

Q. And those are the differences between what? 

A. Between the prices of wire nails and steel billets. 

Q. Now, what is there in that diagram that shows in a 
stiiking way the influence of pools and industrial combina- 
tions in a number of instances? 

A. I have not looked at this for some little time, so I will 
have to take some time to look it over. 

Q. Yes, take your time. 

A. It has seemed to me that the increase, not so much in 
prices, but in the difference of prices of billets and nails, 
combined with the further knowledge that there had been at 
that time a pool in wire nails, indicated the influence of this 
poo] during a period lasting a little over one year. 
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Mb. Lindabury: You do not mention the year. Give the 
date. 

The Witness: During the latter part of 1895 and a con- 
siderable part of 1896. 

By Me. Dickinson: 

Q. Well, what indicates to your mind from that diagram 
the result which you have announced? 

Mr. Eeed : He has just told you. 

Mr. Lindabury : He told you in his answer. 

The Witness: The chief indication was the decided rise 
in what I have called the margin, the difference in distance 
between the lines D and C, combined with the further know- 
ledge that there was a pool at that time in existence. 

Mb. Reed: Hadn't you better explain what D and C stand 
for, so that it will explain itself? 

The Witness : D gives the general average market price 
during the periods in which this was taken, of steel billets, 
and C gives the prices of wire nails ; and the difference be- 
tween the two is indicated, as I have said before, by the line 
E. 

By IViE. Dickinson : 

Q. Now, take A, which shows galvanized barbed wire, and 
turn to 1901 ; you have that, have you? 

A Yes, I have the line here. Just one moment, I will 
find it. The line A during the period representing the year 
1901, was the question? 

Q. Just where it has above it written "Corporation or- 
ganized. ' ' 

A Yes 

O' Now that is the straight line covering the larger part 
of 1901 and 1902; what was that put there to mdicate? 

A That was put there to indicate the course of prices as 
they were secured from the published material. 

Q. Is that up or down? It indicated a constant level did 

it not? , , 

A. It indicated a constant level, yes. 
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Q. And so where those lines on this diagram appear with- 
out break over any period that indicates a constant level of 
market prices, does it? 

A. During that period. 

Q. During the period covered by that? 

A. Yes. 

Q. Is it put there for that purpose? 

A. Yes. 

Q. And this is based entirely upon market prices? 

A. It was based upon the figures taken from those books 
I have spoken of and represents in general market prices. 

Q. And made in that way and used for the purposes of this 
report ? 

A. For the purposes of this report, yes. 

Mk. DicKiiirsoN: We offer that in evidence. 

Mk. Eeed: We object to the offer of any part of this re- 
port without the offer of the whole, and we object to it further 
because it is not cross examination. 

(The diagram referred to was thereupon marked "Govern- 
ment Exhibit (Jenks) No. 477, February 13, 1914," and will 
be found in the volume of Government Exhibits.) 

Me. Lindabuby: I want the notes to show that we shall 
claim that this evidence, which is not cross examination, is 
the Government's evidence and therefore binding upon it. 

By Me. Dickinson: 

Q. Now turn to Diagram V; what does that show; what 
articles are depicted on there, as to prices? 

A. That shows in line A the price of steel billets at Pitts- 
burgh as those prices were taken from the sources indicated. 
In line B prices of Bessemer pig iron. In line D the price of 
steel rails. In line F the price of steel beams. In line C, indi- 
cating the perpendicular distance between the line A and the 
line B. Line E indicates the perpendicular distance between 
lines B and D, and line G represents the perpendicular dis- 
tance between lines F and A. 

Q. I notice in respect to steel rails indicated by D that 
there is a line at a constant level from a period in the early 
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part of 1901 down to the end of 1909. What is that intended 
to indicate on this diagram? 

A. That is intended to indicate the prices of steel rails 
over that period, as those prices are shown in the authorities 
from which they were taken. 

Q. And is a constant level? 

A. A constant level during that period. 

Q. Turn to 1902, F : within the first part and the last part 
of 1902 you will see there is a sharp rise there in the level? 

A. Yes. 

Q. Extending from something under $40 to something 
over $50, is there not? 

A. Yes; it so indicates. 

Q. What is that intended to depict on this diagram? 
. A. That would indicate that the price of steel heams, 
during that period that you have mentioned, the earlier part 
of 1902 and the latter part of 1902, rose steadily, from some- 
thing below $40 to a little above $50, and then fell again to 
about the same degree. 

Q. Would that indicate the influence of a pool or combi- 
nation ? 

A. It might have nothing to do with it; it might have 
something to do with it. One can not tell unless one takes 
into account other things as well. It indicates here the 
change in price. 

Q. But when you said, on page 410, that these three dia- 
grams representing the iron and steel trade show, in a very 
striking way, the influence of pools and industrial combina- 
tions, I will ask whether or not that was one of the indica- 
tions upon wbich that statement was based. 

A. So far as I can see, that would not have any indica- 
tion with reference to the effect of a pool, because there are 
other complete explanations for that sudden increase in price. 

Q. Is there any increase at that period, of anything else, 
shown on that chart, in the same degree? 

A. There is an indication of a decided increase at sub- 
stantially the same time of the price of steel billets and of 
Bessemer pig iron. 
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Q. Dq you know whether or not there was a pool in 1902 
in steel billets and beams? 

A. There is nothing on the chart to indicate that. There 
were pools in a nmnber of lines of steel, so it appears in the 
government exhibits, that covered, in part, that period. 

Q. I am not asking about any other proof; I am just ask- 
ing what you know, if you do know. 

A. I know about it chiefly from that source, so far as pools 
are concerned. 

Q. What is there on this diagram which shows in a strik- 
ing way the influence of pools and industrial combinations in 
respect of steel rails'? 

A. It appeared to me then, and still appears to me, that in 
many ways a strong competitor in the market can do much 
towards steadying prices, and some of the lines here radicate 
that the prices were considerably steadier, on the whole, dur- 
ing the latter part of the period indicated on the chart, than, 
at any rate, at one time near the beginning of the chart. 

Q. Just show what there is on that chart that indicates iu 
a striking way the influence of pools and industrial combina- 
tions in respect of rails. 

Mb. Eeed: Has he stated, Judge, that there was anything 
on the chart that would show that? 

By Mr. Dickinsojst : 

Q. I will change that question. Is there anything on that 
chart that indicates in a striking way the influence of pools 
and industrial combinations in respect of rails? 

A. I should say that the steadiness, or the continual level 
of the line D for this period might indicate the influence of a 
very strong competitor that might be an industrial combina- 
tion. 

Q. In writing the report did you deduce that conclusion 
from that line? 

A. In writing the report at that time I deduced that con- 
clusion. 

Q. And that was written in 1910, was it? 

A. In 1910 ; in the spring of 1910. 
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Me. Dickinson : We offer Diagram V in evidence. That 
will be Government Exhibit 478. 

Mr. Eeed : I object to the offer of any part of the report 
without the offer of the whole report. I also object to that 
as not cross examination. 

(Diagram V was thereupon marked "Government Ex- 
hibit (Jenks) No. 478, February 13, 1914," and will be found 
in the volume of Government Exhibits.) 

By Me. Dickinson : 

Q. Now, Professor, will you be kind enough to turn to the 
bottom of page 410, where I read : 

"It will be noted also that there was a slight increase in 
the price of steel billets, but no large increase,— nothing that 
in any way corresponded to the very rapid increase in the 
price of wire nails, and this price soon lessened. This great 
increase in the price as well as in the profit was caused by the 
formation of the wire nail pool. It seems clear that the 
makers of this pool did not expect to be able to hold their 
monopoly for any great length of time, and that in conse- 
quence they thought it best to push their advantage as hard 
as possible for the time being, feeling certain that in the not 
distant future competitors would come into the field, so that 
their prices would again need to fall. It takes time, of course, 
to build new competing plants; and in the case of industries 
such as those of steel a well-organized pool can, if it wishes, 
practically control the market for a considerable length of 
time. Their prices increased rapidly from $1.45 a hundred 
to $1.68, to $2.25, to $2.55, where it held for six months, be- 
fore the break came. At the end of that time, after some 
eighteen months of practical monopoly, competitors had suc- 
ceeded in providing facilities for manufacture, so that the 
pool was broken and prices fell back to a competitive rate, 
though not so low as they had been before the organization of 
the pool. It seems probable that the boldness of the pool 
managers in pushing prices so high even extended the time of 
the monopoly. Competitors enough to break the pool would 
have arisen sooner, had not each one anticipated its speedy 
collapse on account of its high prices promising enormous 
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profits. Eacli believed tliat some one else must very soon 
enter the field." 

You wrote that, Professor? 

Mk. Eebd : I object to this as not cross examination, and 
as irrelevant, and I object to the use of extracts from this 
report which show, themselves, that their meaning is modified 
by the context. 

The Witness: I did. 

By Me. Dickinson: 

Q. On the same page. Professor, I call your attention to 
the following: 

"In January, 1899, the American Steel and Wire Com- 
pany, which controlled from 65 per cent, to at times even as 
high as 95 per cent, of the output of wire nails, was formed. ' ' 

You wrote that, did you? 

A. I did. 

Mr. Reed : Do you want to stop there. Judge ? 

Me. Dickinson : I will read on, if you want me to. 

Mr. Reed : The next two sentences seem to be a part of the 
same statement. 

Mr. Dickinson : Very well ; I will read the next two sen- 
tences. 

"Moreover, at the beginning of 1899 there came a very 
strong and rapidly increasing demand for steel products of 
all kinds. The price of steel billets and pig iron as the raw 
material, and the price of all kinds of steel manufactures rose 
very rapidly in consequence. ' ' 

Is that all, Mr. Reed? 

Me. Reed : Stop wherever you want to. Judge. 

Mr. Dickinson : I was reading that at your suggestion. 

By Mr. Dickinson : 

Q. You wrote that also, did you. Professor? 

Mb. Reed: The same objection to all of this, as not cross 
examination, and as irrelevant. 
The Witness: I did. 
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By Me. Dickinson: 

Q. Now, Professor, turn to page 414, beginning in the sec- 
ond paragraph with the second sentence, where I read : 

"The policy of the United States Steel Corporation ap- 
pears in the prices not merely of steel nails, bnt perhaps even 
in a more striking way, as it appears on the diagram, in the 
prices of barb wire and smooth wire. It will be noted that 
the prices of both barb wire (line A) and smooth wire (line B), 
the second line beginning only in 1895, have since 1895 fol- 
lowed very steadily the prices of steel billets. Before that 
date the price of barb wire, as in the case of wire nails, was 
falling more rapidly than that of steel billets. In very many 
cases the fluctuations seem to go almost regularly with the 
price of the billets. Since the organization of the Steel and 
Wire Company, in 1899, followed by that of the Carnegie 
Company and then that of the United States Steel Corpora- 
tion, there comes a decided change in the appearance of these 
lines on the diagram. It will be noted that the price once 
established is likely to be maintained for a period of some 
months without any change; that there comes then a sudden 
change, either up or down, and the price is again maintained 
in some instances for nearly two years. Although these prices 
correspond in a general way to the prices of steel billets, those 
prices vary almost from month to month, while the prices of 
these finished products change much less often." 

You wrote that? 

A. I did. 

Q. Do the diagrams show that, as stated here! 

A. The diagrams show the steady prices at the periods in- 
dicated, yes. 

Q. They show the facts as they are set out in the quotation, 
do they? 

A. They show the facts as to the prices as set out in the 
diagram. 

Q. I mean as set out in the statement quoted. 

Now, turn to page 415 ; I will read as follows : 

"Steel rails and beams. — Turning now to diagram V, the 
main points to be noted are the apparent effects of the or- 
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ganization of these great combinations upon the prices of 
steel rails and steel beams." 

You wrote that, did you? 

A. Yes. 

Q. Now, turn to diagram V and point out the apparent 
effects of the organization of these great combinations upon 
the price of steel rails and steel beams as shown by that 
diagram. 

1 will call your attention to this. F shows steel beams, 
does it not? 

A. F shows steel beams. 

Q.. There were great combinations, were there not, begin- 
ning in 1898 and extending into 1899, of makers of beams ? 

A. There were in a number of cases. 

Q. Was there a decided rise in price indicated in this same 
period on this diagram? 

A. There was a decided rise in price. 

Q. Going from something like $30 to over $50 a ton ? 

A. Yes. 

Q. Now, the Corporation was formed in the early part 
of 1901, was it? 

A. May I add to that answer ? I have given other reasons 
for that very decided increase in price, I may say, in this 
report. 

Q. I thought you said this diagram shows that ? 

A. I say the diagram shows an increase in price there; 
the diagram shows an increase as indicated. 

Q. I am referring to your statement, "Turning now to 
Diagram V." I am asking what the diagram shows and 
not what anything else shows. 

A. The diagram shows a rise in price there. 

Q. Turning again to beams in the early part of 1901, does 
that show a rise in the prices of beams shortly after the 
formation of the Corporation? 

A. It shows a slight rise in price at just about that period. 

Q. About what was it in 1901? 

A. There was, shortly after the beginning of 1901, a slight 
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fall in price; then there was an increase in price of in the 
neighborhood of $2.50 a ton. 

Q. Then it continued, did it? 

A. Then the price remained at that level until very early 
in 1902. 

Q. Then it went up from about $38 to something over $50, 
did it not, within 1902? 

A. I should say from something over $38 up to a little 
over $50. 

Q. Now, turning to page 417, beginning with the first com- 
pleted paragraph, and still referring to Diagram V: 

"This absolute maintenance of an unvarying price for 
steel rails, through a period which has now lasted some nine 
years, regardless of fluctuations in the price of pig iron, of 
coal, of ore, of wages, is perhaps the most striking manifes- 
tation of the power of a great industrial corporation that our 
history affords. During the brief period of strong demand 
and of increased prices in 1902 and the earlier part of 1903, 
when it would have been easily possible to increase the price 
of rails by several dollars a ton, no change was made; on 
the other hand, during the years 1903 and 1904, in the period 
of depression, when the demand was relatively small and the 
prices of other grades of iron and steel were falling, the 
price of steel rails remained unchanged. During the succeed- 
ing years of 1905, 1906 and the early part of 1907, with prices 
in all lines rapidly increasing, with the demand for not merely 
other kinds of steel, but also for steel rails rapidly on the in- 
crease, in some instances the demand being greater than could 
be met for prompt delivery, the Corporation still refused to 
increase the price, although its smaller rivals would have been 
glad of the opportunity; and again, after the crisis of 1907, 
throughout the period of depression of 1908 and further 
throughout the period of recovery of 1909, although the de- 
mand fell off to almost nothing after the crisis, and finally 
with a strong demand through 1909, the price has been main- 
tained at the unvarying rate." 

You wrote that, did you! 

A. I wrote that. 
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Mk. Eeed : I object to its being read in evidence, for tlie 
same reasons that I stated in objections to other extracts that 
have been read. 

By Me. Dickinson : 

Q. Turn to page 418, the second complete paragraph : 

"The policy which the Steel Corporation has openly an- 
nounced and which these diagrams show it has rigidly main- 
tained, — of a steady price which it considers reasonable, — is, 
it will be noted, to a very considerable extent dependent upon 
this most important fact, — that it controls also the mines 
which furnish it with practically all of its raw material. 

"Steel beams, the type of structural steel which has been 
selected to represent the other type of finished product, show 
many of the same characteristics in price movement, although 
not quite so rigidly maintained. 

"Diagram V, line F, shows the sudden and great increase 
in price during the year 1899 ; the maiatenanee of a fixed price 
of $53.76 a ton until June, 1900; then the rapid decline in 
price to $36.96 a ton; then, after the formation of the United 
States Steel Corporation, the steady maintenance of the price 
at $39.20 a ton for nearly a year. In 1902, with the increase 
in the price of steel billets, steel beams pushed rapidly up also 
to a price of more than $50 a ton ($50.82), with, however, a 
rapid decrease again in the latter part of 1902 and the earlier 
part of 1903 to a price of $38.75 a ton, where it was maintained 
until the latter part of 1904 (September) without a change. 
During the latter part of 1903, however, and the earlier part 
of 1904, following the depression in the price of other iron 
and steel products, there was a very slack demand, and, al- 
though the market price was not changed, there was little 
steel bought. In order to move the market, soon after the 
middle of 1904 the Republic Iron and Steel Company made a 
decided cut in price, which was very soon followed by others. 
The Steel Corporation lowered its price immediately to $35.- 
17, then to $34.27. Later in that same year, however, the re- 
covery in business began, and the prices soon went back to 
their former level. In the latter part of 1905 the corporation 
fixed its price at $40.90, where it remained, with only one 
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slight change in July, 1907, to $41.44, until several months 
after the panic in November. In June and July, 1908, it 
lowered its price to $39.20, where it remained until March, 
1909. 

"After the panic of 1907 and during practically all of 
the year 1908, the United States Steel Corporation and the 
other large steel interests worked closely in harmony, in order 
to prevent absolute demoralization in prices. During the last 
few months, however, of 1908 and the beginning of 1909 it 
was clear that the consumers of iron and steel were placing 
orders only for such material as they actually needed for im- 
mediate use, believing that the conditions existing were arti- 
ficial, that the prices were being maintained unnaturally, and 
that they might break at any time. Beyond question many of 
the smaller manufacturers and quite possibly the Steel Cor- 
poration also, although openly prices were maintained, had 
been shading these prices in special instances. On February 
18, 1909, a. meeting of practically all the leading steel inter- 
ests was held in New York City. After a careful discussion 
of the market conditions, it was decided to abandon all fur- 
ther attempts to hold prices. The next day. Chairman Gary, 
speaking for the Steel Corporation and practically for the 
other interests as well, declared an open market." 

Mr. Reed: We make the same objection to the reading 
of these extracts. Judge, will you not finish the paragraph? 
There are only two or three sentences. 

By Mr. Dickinson : 

Q. You wrote that, did you? 

A. T wrote that. 

Q. (Continuing reading) : 

"A scramble for orders began. The large steel interests 
with their magnificent selling organizationed (sic) searched 
the country for orders. Structural materials of all kinds 
were reduced $6 to $7 a ton, steel bars $4 to $5, pipe $10 to 
$12, and other finished material in like proportion. The 
price of steel beams dropped to $32.03." 

You wrote that also, didn't you? 

A. I wrote that, yes. 
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Me. Eeed : The same objection to the reading of these ex- 
tracts. 

By Me. Dickinson : 

Q. Turn to page 420, the following: (Eeading) 

' ' The diagram, line F, shows clearly all these movements. 
The effect of the United States Steel Corporation on prices is 
noted particularly in the long level lines, showing that the 
same price was maintained absolutely, usually for a period of 
months, if not years; that when the change came, it was a 
sudden prompt change to a level distinctly higher or lower, 
where the intention was to maintain the price. The shape of 
this line as compared with that representing the price of pig 
iron or steel billets shows the power of the corporation when 
it chooses to exercise it. Similar phenomena would be noted 
were the prices of other finished products of the corporation 
listed." 

You wrote that, did you ? 

A. I wrote that. 

Me. Eeed: The same objection to the reading of this ex- 
tract. 
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a witness previously sworn on behalf of the defendants, was 
recalled and testified further as follows : 

DIEECT EXAMINATION 

By Me. Severance: 

Q. Will you turn to Volume 13 of the Testimony, page 
4997. When you were on the stand on the 5th of June last 
you were asked this question, which appears at page 4997 of 
the record? 

"Mr. Eoberts, from your knowledge of the Steel Corpora- 
tion and its competitors, what do you say as to the power of 
the Corporation, either at this time or at the time this suit 
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was brought, in October, 1911, to crash and drive out of busi- 
ness business competitors?" 

You stated in substance that it would be a physical im- 
possibility to do so, even if it had that desire. Will you give 
your reasons for that statement? 

Me. Dickinson : This is his second examination, is it? 

Me. Seveeance : Yes. You may answer, Mr. Roberts. 

The Witness : The reasons which I had in mind when I 
gave that answer were principally the following facts : There 
is no exclusive or individual market for anyone producing 
steel in the United States. Each individual manufacturer's 
horizon is more or less broad at different times, and one 
overlaps the other ; hence the Steel Corporation entering into 
any intentional warfare with a competitor would necessarily 
invade a territory of considerable extent more or less com- 
mon to its competitors; hence a reduction in price aimed at 
one would be a reduction in price aimed at all, and instead of 
a warfare being waged with a single competitor it would 
mean a warfare waged between practically all the steel pro- 
ducing industries of the United States, in which the Corpo- 
ration, having a larger proportion than any single one of its 
competitors, would share in the disastrous results not in pro- 
portion to its size, but as to the square of its size ; therefore 
it would involve the Corporation to so much greater an extent 
than its competitors that it would suffer equally if not more 
so. 

Of course you will understand the steel industry is a very 
different proposition from manufacturing or distributing in 
other lines. The size of the units is such at the present time 
to successfully carry on the steel business in accordance with 
the most advanced state of the art, that the output is so great 
that it must necessarily seek a market of considerable width 
or considerable extent. This is even more so at the pres- 
ent time, much more so than it was at the time of the forma- 
tion of the Steel Corporation, when integration had not been 
carried to such an extent, nor were units as great to meet the 
advanced state of the art. 

For instance, the unit of blast furnaces, which is the start- 
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ing point of the steel industry, has doubled or trebled in the 
last ten or fifteen years. Consequently all these concerns have 
necessarily had wider markets of late than they had formerly. 

Of course if the attack was made upon one individual line 
of products, it would necessarily affect the values of others, 
as the markets in steel are very closely interrelated, and a 
fall in the price in one territory must necessarily cause a fall 
in the price ia all the others. 

In my own experience of twenty-five years I never knew 
a case in which a reduction of price in one territory was not 
immediately followed by reductions of prices in all the others, 
they all being based upon Pittsburgh as the base selling point. 
This holds good at the present time also. 

I do not, therefore, believe that it is physically possible for 
the Steel Corporation to put out of business any one of its com- 
petitors without suffering to a like extent, or even to a greater 
extent, itself. 

Of course it is perfectly conceivable for any one to run 
amuck in any business, but I mean within the rule of reason 
I do not believe it is possible for it to do so. 

Q. How are the various competitors of the Steel Corpora- 
tion equipped now as to manufacturing a diversity of pro- 
ducts, as compared with what they were at the time the Steel 
Corporation was formed? 

A. Its principal competitors are in better shape than form- 
erly. They produce a greater line of products, and those that 
have not increased their line of products are suffering severely 
from that very fact. Probably of the older concerns, the one 
today that shows the result of that want of diversification 
more than any other is the combined Pennsylvania and Mary- 
land Steel Company. They have not diversified their products, 
and as a result, their financial statements last year show very 
badly; their works are closed, practically, and they have now 
obtained some eight million dollars which they are spending 
on their plants for the purpose of diversifying their output. 

Q. What was the product of the Maryland Steel Com- 
pany? 

A. Practically entirely rails. 
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Q. In case of a reduction of price in one locality, you say 
that is quickly reflected in other localities. Why is that? 

A. No one locality, in one sense of the word, is independ- 
ent of others. You may be selling to one concern in one mar- 
ket and selling to his competitor in another market who 
carries on to a more advanced state of manufacture the goods 
which the steel producer sells. Of course it takes but a very 
short time before these men insist upon the same considera- 
tion; for instance, A insists on the same consideration that 
you give his competitor B; otherwise he is out of business. 
You can not sell to, for instance, a car builder in one terri- 
tory at a relatively different price from what you could sell 
his competitor in another territory and permit him to com- 
pete. Those two men may compete again in a common terri- 
tory to both. The steel markets are so sensitive, even all 
over the world, that a sudden drop in prices in America would 
be reflected, not only in these markets, but practically in all 
others. 

Q. What effect does a cut or break in the markets in one 
section have in the attitude of the consumers as to rushing in 
and buying or withholding purchases 1 

A. A war such as you suggest would at once cause a fall- 
ing market. Buyers on a falling market withhold their re- 
quirements, consiunption is reduced, and demoralization fol- 
lows among the producers, each struggling to obtain as much 
as possible of the country's consumption. 

Q. How does steel compare with other commodities as to 
the regularity of its sale or the necessity of buyers always 
being in the market from day to day? 

Mr. Dicicinson: I object to that because it is not shown 
that the witness is an expert in anything except steel. 

The Witness: I ani so far as food-stuffs are concerned. 

Mr. Severance : Pie is a farmer. 

Mr. Dickinson : Do you mean generally, or just what you 
buy for your own consumption! 

The Witness: What I buy for my own consumption. I 
can not go without food for more than a certain period. 

Mr. Dickinson : That is what I thought you meant. 
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The Witness: But I can go without steel for a much 
longer period, and steel does not deteriorate by storage. In 
other words, there is no necessity for a regular consumption 
of steel, such as there is in food-stuffs, or any material which 
deteriorates by storage. 

A falling market at once curtails consumption, and that 
consumption will not be inaugurated again until consumers 
are very sure that the bottom has been reached, and of course 
when it is known that a war is being carried on of that char- 
acter, it makes it all the more uncertain when bottom will be 
reached, as cost of production would play no part whatever 
in the selling price. 

By Mr. Severance: 

Q. Is the ability to bring about a low market price, a low 
general ruling scale of prices or approximate prices, confined 
to large producers, or can small producers have that effect 
on the market? 

A. One producer, regardless of size, can make a falling 
market. One producer regardless of size can not advance the 
market. 

Q. Have you any instances that have come under your ob- 
servation that illustrate that, Mr. Roberts? 

A. I think in my previous testimony I gave an instance 
here in the City of New York, about the year 1896, the fall 
of 1896 ; that was the Sherry Building, in which the Pencoyd 
Iron 'Works made a price of a cent a pound delivered in New 
York, for the beams. That one building made the price, or 
reduced the price some five or six dollars a ton, according to 
my recollection, from the former selling price. 

Me. Lindabuey : Where ? 

The Witness: The former selling price in New York. 
And fixed the price for future work for some months. 

By Me. Severance : 

Q. That is, you mean, nobody could get more than that 
price for some months? 

A. That was the price in New York. Those that took 
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work took it at that figure. Pencoyd withdrew from the 
market at that figure, and used their output in other channels. 

Q. In other lines? 

A. In other lines — railroad bridges and such work as that. 
They withdrew from the New York market, but they fixed 
the price with one building. 

Q. Can a break in the market be caused by quotations 
without sales? That is, tenders of low prices? 

A. I think that you would probably want a definite sale. 
Of course in this game of competition, the producer is not 
the only one who takes part in it. With such a sale as that 
the consumer has a very large lever to work on. The con- 
sumer pits one or more producers against each other, and 
with a positive statement of such and such a price which he 
has obtained, or which has been obtained by another, he has 
a very powerful instrument to keep prices down. 

CEOSS EXAMINATION 

By Me. Dickinson : 

Q. You are still in the employment of the United States 
Steel Corporation, Mr. Eoberts? 

A. I hardly understand what you mean by "employment," 
Judge. 

Q. Do you draw a salary from them? 

A. No; an honorarium. 

Q. You are an officer, are you? 

A. I am a director. 

Q. And a stockholder? 

A. To a small extent. 

Me. Dickinson: That is all. 
Me. Seveeancb : That is all. 

(Whereupon a recess was taken until two o'clock p. m.) 
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AFTEE EECESS. 

EDWAED S. KEMPTON, 

a "witness previously sworn on behalf of the defendants, was 
recalled for further examination. 

CEOSS EXAMINATION (Continued) 

By Mr. Dickinson: 

Q. You were asked whether or not you, as chief account- 
ing officer, were the custodian of the accounts and books show- 
ing the cost of the road, in which they have been entered, and 
you said you were and had been since that time. I suppose 
you meant since you went with the road? 

A. I meant that I have been custodian since then. 

Q. ^¥hicb. was September 27, 1893? 

A. Correct. 

Q. This exhibit No. 217 you say was made up by you from 
the books of account of the company and also from reports 
that you made to the Interstate Commerce Commission from 
year to year ; what parts of it were taken from those reports ? 

A. All; they are in accord. The reports that I have made 
to the Interstate Commerce Commission for each year in 
construction accounts are the same, of course, as are entered 
in our books of account. Will you allow me to say that I 
simply say that for the sake of showing that those amounts 
from year to year have been reported to the Interstate Com- 
merce Commission at the end of the fiscal year of the Grovern- 
ment, June 30th. 

Q. You do not mean to say that some portion of it was 
taken from reports and not from the accounts ? 

A. Except those items that were included in operating ac- 
counts, they had been reported to the Government as an ope- 
rating expense at one time, and I picked out from those ope- 
rating expenses as reported to the Government such items as 
were construction accounts in reality. 

Q. To that extent, then, this was made up from the report 
made by you to the Interstate Conamerce Commission. 
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A. Largely so ; yes, altogether, the upper part of the state- 
ment. 

Q. What do you mean by the upper part? 
A. According to the headings there. 
Q. I really do not understand that. 

Mr. Severance : He means those items, I think, Judge, in 
the three columns. 

Mr. Dickinson: Suppose you let him have it and state 
what he does mean. I do not know that it is important, but I 
wish you would have him explain it. 

Mr. Severance: Certainly. 

The Witness: For instance, in the first column, the total: 
$5,786,541.36; that has been reported to the Interstate Com- 
merce Commission as construction items ,of the road ; the next 
column is the same; the third column is the same. Below that 
is a recapitulation. The first shows the total of the three col- 
umns, amounting to $18,786,476.48. Allow me to explain. 

By Mr. Dickinson: 

Q. Yes, explain. 

A. Then the equipment in service on June 30, 1912, is 
equipment actually on hand on June 30, 1912, the cost of same 
irrespective of any report made to the Grovemment, simply a 
statement of the cost of the equipment on hand at that time. 

Now, the next column, $973,965.26 represents items that 
were included in reports made to the Interstate Commerce 
Commission from year to year that were set out as operating 
expense or maintenance expense, as the case may be. The 
third item, $787,375.94 is the amount that we have reported 
to the Interstate Commerce Commission for the year ending 
June 30th, 1913, as construction expenditures for that year, 
including equipment, and of course I have sworn to all of 
those items that I have made to the Government. 

Q. I do not know that that really answers my question 
and I will call your attention now to this exhibit 217; how 
much was prepared from those reports that you made to the 
Interstate Commerce Commission? 

A. The $18,786,476.48 and the $787,375.94. I beg pardon; 
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this $787,375.94 perhaps was sent to the Interstate Commerce 
Commission after I had taken those amounts from our books 
of account, but the amounts are the same. 

Q. What I want to understand you clearly about, and I 
would like to have you understand me, is, in making up this 
exhibit 217 did you take all of that part which resulted in 
the total of $18,786,476.48 direct from the reports which had 
been made by you to the Interstate Commerce Commission? 

A. I did. 

Q. And from no other source ? 

A. They are taken from no other source, but I investigated 
my accounts in the books to see if they were correct; I veri- 
fied them. 

Q. "V^Hien did you verify them? 

A. From time to time as I went along I took our ledger 
account and verified it. 

Q. You mean from time to time as you made the report? 

A. As I made these statements. 

Q. You mean the statements to the Interstate Commerce 
Commission? 

A. No; I took our accounts. 

' Me. Severance: You mean Exhibit 217? 

The Witness : I verified this $18,786,476.48 by our general 
ledger account in toto. 

By Mk. Dickinson: 

Q. When did you do that? 

A. At the time I made this report. 

Q. When did you make this report? 

AIe. Severance: By report do you mean Exhibit 217? 

Mr. Dickinson: He calls it his report; it is Exhibit 217. 
That is what I mean and I suppose that is what he means. 

The Witness: It is the exhibit. 

Mr. Severance : It is marked 217 ; that is what you mean 
when you say you made this report— when you made this 
exhibit. 

The Witness: I mean the exhibit. 
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By Mk. Dickinson: 

Q. Then when did you begin to prepare this exhibit? 

A. My recollection is that we started on this about June 
of last year. 

Q. Who assisted you ia that work? ' 

A. Nobody assisted me in that, not particularly assist- 
ance. Of course I am not a typewriter, I do not typewrite. 
I made it all out in pencil. I have the original figures in 
pencil that I made myself, and this is a mere copy of it. 

Q. You mean you made in pencil a paper of which this is 
a copy; is that what you mean? 

A. That is what I mean, yes. I prepared it. 

Q. What was behind that? You must have made aggre- 
gates of figures, did you not, upon which this thing was based, 
or somebody made them? 

A. Why I took my report to the Government for each 
year and drew off from that report the several items of ex- 
penditures as indicated in each of these tables. 

Q. That is what I want to get at. 

Mb. Severance : Let him finish : you interrupted him. He 
had not finished. 

Mr. Dickinson: Hadn't he finished? 

Mr. Severance : No ; he had just started. 

Mr. Dickinson : I do not know whether he had or not, and 
I would rather have him say than counsel. Had you finished? 

The Witness: I drew off the details of these items that 
were in the report that was made to the Government, of 
which I have a copy, of course, summed them up month by 
month, or year by year, rather, year by year, and compared 
them with the ledger up to that period. If they agreed I was 
satisfied that the amounts were correct, and if they were not 
in agreement I looked up the disagreement between our ledger 
account and these accounts. 
By Mr. Dickinson: 

Q. I understand it this way: You started with these re- 
ports for the Interstate Commerce Commission? 

A. Yes. 

Q. That is where you began? 
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A. That is where I began. 

Q. And you took from them certain items you reported? 

A. Yes. 

Q. Now, those items showed a summary of figures for 
various periods, did they? 

A. For each year. 

Q. And you then took that list of summaries from the re- 
ports to the Interstate Commerce Commission? 

A. Yes. 

Q. Now, were those summaries as they appeared in that 
report identical with the sununaries that appeared upon your 
accounts? 

A. I just beg to state, for illustration, that our fiscal year 
is December 31st of each year; the Grovemment's fiscal year 
is June 30th, of each year, and of course I would have to take, 
if I was in disagreement in any respect, I would have to take 
the two parts of six months of each year making up the twelve 
months. 

Q. You would have to do that every year? 

A. I did. 

Q. So that there were no aggregates in your books to 
correspond with the aggregates that you reported to the In- 
terstate Commerce Commission? 

A. Oh, yes, the aggregate for the total up to June 3Qth, 
1912, will agree with these figures; the aggregate total for 
construction expenses. 

Q. Under what account does that appear in the books ; in 
any account? 

A. Cost of road, cost of equipment. 

Q. Now, have you an account in your ledger entitled cost 
of road and cost of equipment, which shows an aggregate 
of the cost of equipment or the cost of construction? 

A. I have. 

Q. Well, now, down to what time has that been brought? 

A. At the end of any month. 

Q. At the end of any month? 

A. Yes. 

Q. That is from your ledger? 

A. Yes, sir. 
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Q. Was it from this ledger account that you took those 
figures ? 

A. I verified the correctness of these figures by our ledger 
account. 

Q. Your ledger account simply shows aggregates, does 
it not? 

A. It shows a net amount. 

Q. I mean to say it does not show any items — ^your ledger 
account — various kinds of items of things that went into con- 
struction? 

A. We have those items separate and distinct from our 
general ledger account. 

Q. Then I am asking you if your ledger account shows 
anything except summaries? 

A. It shows the total monthly charge for equipment each 
month, and the total charge for road each month. 

Q. In the year 1912 who kept that ledger? 

A. I think that Mr. Seifert, my assistant, wrote up the 
journal in 1912 and posted it from the journal into the ledger. 

Q. And in 1911? 

A. The same way, I think. 

Q. And in 1910? 

A. I can not tell you. I am not certain about that, as I 
have had several bookkeepers. 

Q. And in 1909? 

A. I would not wonder but Mr. Seifert, from 1909, kept the 
general journal and general ledger. He wrote in it himself, 
I mean, all the writing. 

Q. How far back would you have to go to get to a period 
when you yourself, if you ever did, kept the ledger? 

A. I can not tell you definitely in regard to that. I may 
at times have written it up for three or four months myself, 
and afterwards, some one else may have written it, under my 
direction, of course. 

Q. How far back would you have to go before you kept 

the journal? 

A. The ledger depends on the journal, sir. 
Q. I understand, of course. 
A. The same answer. 
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Q. You make the same answer, then ? 

A. Yes. 

Q. What part of this amount appearing on Exhibit 217 
as "Total construction expenditures to June 30, 1897, $5,786,- 
541.36," was spent from October, 3892, to September 27, 
1893? 

A. I am unable to tell you. 

Q. What part of it was expended between September 27, 
1893, and June 30, 1897? 

A. I can not tell you. 

Mr. Severance: If he could have told you that, he could 
have told you the other, Judge. 

By Me. Dickinson: 

Q. Take the item "Actual cost of equipment in service, on 
June 30, 1912, $9,245,588.87"; how far back does that account 
of cost of equipment extend? 

A. This, sir, is not an account. It is simply adding to- 
gether the cost of the various cars, engines, and so forth, 
on hand June 30, 1912. 

Q. But it is cost? 

A. It is cost. 

Q. How far back does that extend? 

A. I can not tell the cost of the oldest equipment that was 
on hand June 30, 1912. 

Q. All that shows is the aggregate of cost of such equip- 
ment as you have included in that item? 

A. That is true. 

Q. Take the item of $973,965.26, which represents the cost 
of additions and betterments to road made prior to July 1, 
1907, and charged to operating account: was there any sep- 
arate account kept of that, or did you just yourself go through 
and pick out the items that made up this? 

A. In the year 1897 I had occasion to look up items of that 
kind for our president, and since that time some items that 
are included in this amount have appeared in our accounts as 
a distinctive item of cost charged to operating expenses; for 
instance, mining tracks. For a certain number of years we 
set up an item of cost in our accounts as "Mining tracks con- 
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structed," which we charged to operating expenses; and I 
have picked out, in addition to those two things that I have 
mentioned, the first lot, the first amounts as to which I relied 
upon the formei' figures that I had made in regard to this 
amount; and the amounts that were subsequently set up in 
our operating accounts as distinctive items I have looked up 
and found a few other items subsequent to that time that 
should be charged to construction accounts. 

Q. I have not asked you about anything subsequent to that 
time. 

A. I mean subsequent to 1897. 

Q. 1907? 

A. No, 1897. 

Q. You have no schedule here, have you, of the items that 
went in to make up this aggregate of $973,965.26? 

A. We have filed that schedule. 

Mk. Severance : It is here. It is Exhibit 218, Judge. 

By Mr. Dickinson: 

Q. I see that you have got $494,851.26 for "Mining and 
Log Tracks." What were "log tracks"? 

A. They are short spurs leading off from the main line or 
branch lines a mile or two for the sake of logging operations. 

Q. You have nothing to do with the operation of the road, 

have you? 

A. Only so far as being an accounting officer is concerned. 

Q. That is what I mean. You are not one of the operating 
men? 

A. No, sir; I am not an operating . man. 

Q. Of those mining and log tracks constituting that item, 
do you now recollect which of them were in existence in 
1907, or how many of them were? 

A. In 1907, I do not. 

Q. You just simply took the whole cost, throughout the 
whole period, and put. them into that aggerate? 

A. 1897? 

Mr. Severance: No, 1907. 
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By Mr. Dickinson: 

Q. Yes, 1907. 

A. That araount of tracks, $494,851.26 represented the 
net cost of tracks laid down during this period. Subsequent- 
ly, when these tracks were taken up, if any of them have been 
taken up, they went to reduce the cost of the road in property 
account. 

Q. Suppose you had had a log track representing a 
charge, say, of $50,000 ; we will take that to illustrate. Sup- 
pose that had served its purpose and been abandoned; it 
would be taken up, would it not, as old iron and old ties ? 

A. Yes. 

Q. Would it be accounted for as such? 

A. The old iron and old ties would be charged, and cost 
of property credited with the amount. 

Q. With the amount that you got from that? 

A. Yes. 

Q. You would not credit it with the whole $50,000 of origi- 
nal cost? 

A. Yes. 

Q. Do you mean to say, then, that if you built tracks for 
mining and log tracks that represented a certain cost that 
went into this item during this period of $494,851.26, and all 
of that should be taken up, that that whole amount would 
be credited? 

A. Yes. 

Q. To what account would it be credited ? 

A. The rails and all the salvage, of course, would be 
credited. 

Q. I understand that. 

A. It would be credited to property accounl^-the entire 
value. 

Q. Credited to property account? 
A. Yes. 

Me. Severance: What does "credited" mean? Does that 
mean to reduce the property account, or increase it ? 
The Witness: To reduce the property account. 



EDWARD S. KEMPTON. 11913 

By Me. Dickinson: 

Q. To reduce the property account? 

A. Yes. 

Q. Do you know whether any of this amount of $494,851.26 
— I mean the tracks it represented — ^was disused and torn up, 
and whether that was taken from the property account? 

A. Up to the time we ceased making these charges to op- 
erating account, when such tracks were taken up we credited 
the operating account with the salvage. Since we ceased mak- 
ing these charges to operating account, we have credited the 
tracks taken up with the cost of the rails and the cost of the 
work that was done in building the track to construction ac- 
count or to property account, as it may be called. If the cost 
was not known, we estimated the cost. We are doing that all 
the time, sir. 

Q. Well, now, of this $494,851.26, do you know whether 
any of those tracks were refused and torn up ? 

A. I know they must have been; I cannot name you any 
particular tracks, but some of them must have been torn up. 

Q. Do you know whether, as a matter of fact, over and 
above the salvage any accoimt was taken of that, and if so 
to what account did it go? 

A. I know if any of those tracks have been torn up that 
property account has been credited since 1907. 

Q. And credited by the amount of the original cost? 

A. By the original cost. 

Q. And do your books show that? 

A. Yes. 

Q. Did this road have any bonded indebtedness during 
the period for which these profits as shown upon Exhibit 219 
are calculated? 

A. It had. 

Q. Was interest paid on that bonded debt? 

A. Yes. 

Q. What account was that charged to? 
A. To interest account, interest paid on bonds. 
Q. Is that included in the net profits or in addition to the 
net profits ? 
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Me. Severance: You mean the net profits as shown on 
this statement? 

Mr. Dickinson: The net profits as shown on this state- 
ment. 

The Witness : Why, it did not enter into these net profits 
in any way whatever; the interest would have to be paid out 
of those net profits. 

Mr. Severance : That is what the Judge asked you, whether 
it is included or whether it is outside. 

The Witness: I don't know whether it is outside or in- 
side. 

Mr. Severance : He wants to know whether the net profits 
are what you state there or the net profits plus this bond in- 
terest. Is that what you want? 

Me. Dickinson: I thought, the question was pretty plain. 

The Witness : I have deducted nothing for interest before 
arriving at these net profits. 

By Mr. Dickinson : 

Q. Didn't you pay interest? 

A. Yes. 

Q. So you made up this account and took no account of the 
interest that you paid? 

A. I do not understand that interest has anything to do 
with net profits. 

Q. Well, in 1907 what was the amount of bonded debt out- 
standing? 

A. In 1907, my recollection is about $15,000,000. 

Q. What was the interest on that a year? 

A. The major portion is five per cent.— well, I cannot tell 
you. 

Q. Well, it was at least $750,000 for that year, was it? 

A. It does not appear to me that the interest on the oui^ 
standing bonds at that time was as large as that. I should 
think about, my recollection is about $700,000. 

Q. You said a while ago $15,000,000, didn't you? 

Mr. Severance: He said about $15,000,000. 
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By Mr. Dickinson : 

Q. Well, then, how did you get your net profits here for 
the year 1907; you took your gross profits, didn't you? 

A. Yes. Well, you take your gross earnings, deduct from 
that your operating expenses, add to it such things as rentals 
and other items of that kind that come from the operation of 
the road ; deduct from that amount the amount you paid out to 
other companies for the use of their equipment while it is on 
your road, through business and such like, and you get the 
net profit. 

Q. What were your gross profits for 1907? 

A. I haven't the figures here. 

Q. Well, your gross income? 

A. I haven't the figures here. Gross income I should call 
this, that word is used so many different ways. 

Q. Call it gross receipts, then. What were your gross 
receipts ? 

A. I haven't the figures here. 

Q. Have you any idea what they were? 

A. I would not like to say. 

Q. Well, now, what did you deduct from that, whatever 
it was, in order to get your calculation, the percentage of total 
profits to the total investment, what did you take from your 
gross receipts? 

A. I took operating expense. 

Q. Do you know what that was? 

A. I don't remember. 

Q. What else? 

A. Amounts paid to other companies for the use of their 
cars while on the road. 

Q. What else? Just go on and give them all. 

A. I don't remember any other particular item that I de- 
ducted; no other items that amount to anything; I cannot 
think of anything. 

Q. You cannot even think of taxes? 

A. Taxes. 

Q. You have paid quite a lot of taxes? 

A. Thank you; I have deducted taxes. 
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Mk. Severance: They paid a lot of taxes. By operation 
do you include maintenance under that heading? 
The Witness: Everything. 

By Me. Dickinson : 

Q. Do you know what you paid in taxes? 

A. I can not tell you the exact amounts ; large amounts. 

Q. What was your percentage of operating expense to 
gross receipts? 

A. In what year? 

Q. In 1907. 

A. I haven't the figures with me. 

Q. Do you know whether you took out interest on the 
bonded indebtedness or not? 

A. Out of gross earnings? 

Q. Yes, gross earnings. 

Mr. Severance: You mean to arrive at these figures here? 
I object to the question as indefinite. The witness cannot pos- 
sibly understand what is meant unless counsel will say what 
he means by taking out. I ask counsel to state whether he 
means taking it out in arriving at the results shown on Ex- 
hibit 219, or in arriving at a determination of the financial op- 
erations of the road on their books. 

Mr. Dickinson: The objection is entered. Eead him the 
question. 

(The question was repeated by the stenographer.) 

Mr. Severance : I understand counsel declines to make his 
question intelligible to the witness. 

Mr. Dickinson: The witness has not said that he doesn't 
understand it. 

The Witness: I have not in this case made a deduction 
right off the bat against gross earnings for interest; I never 
saw it done in any statement. 

By Mr. Dickinson : 

Q. What do you mean by right off the bat against gross 
earnings? 

A. Excuse me. Why, I meant the first operation to arrive 
at the net income of a company. I should never think of de- 
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ducting interest from the gross earnings of the company, I 
would first deduct operating expenses and rentals and such 
things and then I would arrive at my net income, and then I 
should deduct interest on bonds, and then the result would be 
to give the amount, after making perhaps some other deduc- 
tions, that would be applicable for dividends on stock. Inter- 
est on bonds and dividends on stocks are returns to the in- 
vestors of a railroad. 

Q. I am not asking you about dividends, but do you know 
whether this figure of 27.60 is inclusive or exclusive of interest 
on the bonded indebtedness for 1907 ? 

Me. Severance : You mean under the heading of percent- 
age of total profits to the total investment? 
Mk. Dickinson: Yes. 
The Witness: That is exclusive of interest on bonds. 

By Me. Dickinson : 

Q. But you have nothing here to show what your gross 
earnings were? 

A. I have not. 

Q. You have nothing here to show the figures by which 
you reached that percentage ? 

A. I have nothing further to show than the total invest- 
ment in the railroad at that time and the net profits as shown 
in the statement here ; nothing further. 

Q. And in reaching the net profits you have nothing here 
showing the basis upon which you reached it, nothing to show 
the deductions that you took from the gross profits in order 
to reach that? 

A. No, sir. 

Q. This is so for all of these years, is it? 

A. That is true for all. 

Q. This paper,, then, is the result of calculations by you 
upon a consideration of figures that do not appear here, is it? 

A. I have nothing further here to substantiate those fig- 
ures. 

Q. Is the statement contained in my question correct or 

not? 

A. Yes; your statement is correct. 
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Mr. Dickinson : We object to Exhibit 219 because it is a 
calculation based upon figures that have been considered by 
the witness, which are not shown, and in respect to which we 
have no opportunity of examining or testing their correct- 
ness ; and we also object on the ground that it is, according 
to the witness' own testimony, largely secondary. 

By Mb. Dickinson : 

Q. Upon the last column there you have "Percentage of 
iron ore traffic to the entire freight tonnage. ' ' Have you the 
percentage of receipts for iron ore traffic out of the entire 
receipts of the road? 

A. I have not. 

Q. You have nothing to show what that is? 

A, Nothing with me. 

Q. The ore traffic was largely the heaviest, in tonnage, of 
any traffic you had, was it not? 

A. It was. 

Q. And you had commodities which paid a much higher 
rate, did you not, in proportion to weight, than ore? 

A. Yes. 

Q. Turn to the paper attacked to Exhibit 220, entitled 
"Duluth, Missabe & Northern Railway Co., Estimate 'A', " 
and state whether or not that paper is itself an exact copy 
of an existing paper in that form, or whether it is the result 
of tabulation made by you from some paper. I just want to 
know how that is. 

A. It is a copy of an existing paper in the office of the 
Railroad and Warehouse Commission of the State of Min- 
nesota. 

Q. Just in the form in which it appears here ? 

A. Exactly; yes, sir. 

Mb. Dickinson : We object also to Exhibit 219 because it 
is based partly upon an appraisal made by the Minnesota 
Railroad and Warehouse Commission, on the ground that that 
is res inter alios acta, that we have had no opportunity of 
examining the basis of that or the witnesses upon which those 
conclusions were reached. 
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By Mr. Dickinson : 

Q. This paper that I refer to, Estimate "A," is just a part 
of the report, is it, that you copied? 

A. That is a correct copy. 

Q. I understand— as far as it goes, but not of the whole 
report, is it? 

A. Just of this summary sheet. 

Mr. Dickinson : Will you let us have the report, Mr. Sev- 
erance ? 

Mr. Severance : I will look it up, and if we have it, I shall 
be very glad to let you have it to examine. 

By Mr. Dickinson: 

Q. Take your Exhibit 219 and your valuation there of 
$29,793,406.55 : is that or not the appraisal made by the State 
Commission with additions that you made to it for construc- 
tion? 

A. It is not. 

Mr. Dickinson: That is all. 

EEDIRECT EXAMINATION 

By Mr. Severance: 

Q. You were asked by Judge Dickinson as to whether these 
figures under the heading, on Exhibit 219, "Actual net profits 
earned on the total investment per earnings realized for each 
of the years named" included or excluded the interest on the 
bonded debt; and you said it was exclusive. I want to know 
just what you mean by "exclusive." Do you mean that the 
bonded debt would have to be paid out of these amounts, or 
do you mean that it had already been paid? 

A. The interest on the bonded debt will have to be paid 
out of these amounts. 

Q. That is what I thought you meant. You said that you 
made certain deductions from the gross earnings to arrive 
at what you call the net profits on this statement? 

A. Yes. 

Q. Are those deductions in the same class that you make 
in your report to the Interstate Commerce Commission? 
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A. They are the identical things, yes. 

Q. That you have made year by year? 

A. Yes. 

Q. Are these reports that you make to the Interstate Com- 
merce Conmiission annually made up from your books ? 

A. They are. 

Q. And are examined and checked by you I 

A. Yes, sir; and sworn to. 

Q. And sworn to by you? 

A. Yes. 

Q. And they are correct? 

A. Yes ; they must be correct. 

Q. In apportioning charges as between operation and con- 
struction, under the Interstate Commerce Commission's rules, 
who acts for the company; who makes those apportionments? 

A. I make the rules and regulations in regard to such 
apportionments. 

Q. As to what items shall go into one and what shall go 
into the other? 

A. Yes. 

Q. Following out the Interstate Commerce Commission's 
rule? 

A. Yes; we are governed entirely by that. We get rules 
from the Interstate Commerce Commission and get instruct 
tions from the Government to follow them, and I give in- 
structions to have them followed as near as it is humanly 
possible. 

Q. Are the figures you prepared here, where you have 
shown the construction items since 1907, when these uniform 
rules were adopted by the Interstate Commerce Commission, 
prepared in that way? 

A. They were. 

Q. On Exhibit 220, this paper called estimate A appears 
to be signed by Wright C. Morgan, Engineer of the Eailroad 
& Warehouse Commission. Was Mr. Morgan in the employ 
of the Commission in making those appraisals? 

A. He was. 

Q. Did he appraise other roads besides the Duluth, Mis- 
sabe & Northern? 
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A. All the railroads in the State of Minnesota. 

Q. This paper is called "Final summary sheet"; by what 
was it preceded? 

A. By a very large number of other sheets of paper larger 
than this (referring to Exhibit 219). 

Q. Is that the detail of those items that appear on the sum- 
mary? 

A. Yes, showing the quantities and so on and the prices 
for each. 

Mb. Dickinson: I may have excepted to this, but to be 
sure I want to except to Exhibit 221 and the conclusions de- 
duced therefrom, on the ground that it is based upon the 
State appraisal, and that transpired between others, and upon 
testimony not adduced, in respect to which we have had no 
opportunity of testing the witnesses. I am not sure but the 
other may cover it, but I except to all of them on the ground 
that they are secondary evidence, as shown by the witness' 
own testimony. Exhibits 217 to 221. 

Mr. Severance : I understood you to say you did not ob- 
ject to the Morgan estimate? 

Mr. Dickinson : No, I do not. I exclude that from the ex- 
ception, the Morgan estimate. That is, so far as it is sec- 
ondary. 

(Correction in Testimony op Edward S. Kempton.) 

Mr. Severance: I have a letter from Mr. Kempton re- 
ferring to an error in his testimony, which he desires to cor- 
rect, and I ask that the following portions from his letter may 
be read in evidence with the same effect as if Mr. Kempton 
appeared in person to correct the error: 

"Eef erring to my testimony in respect to the bonds of the 
Duluth, Missabe & Northern Eailroad outstanding as of June 
30, 1907, not having the figures before me, I inadvertently 
made an error in stating, in answer to a question asked by 
Mr. Dickinson, that the number of bonds of the Duluth, 
Missabe & Northern Eailroad outstanding as of June 30, 1907, 
was about $15,000,000. Not having the data before me, I for- 
got that a large amount of these bonds were issued after that 
date. The records show that on June 30, 1907, there were 
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outstanding $2,449,000 of six per cent, bonds and $5,440,000 
of five per cent, bonds, the sum of which is $7,889,000. The 
interest on the six per cent, bonds would be $146,940 per year 
and on the $5,440,000 of five per cent, bonds, $272,000, mak- 
ing a total interest charge of $418,940 instead of about 
$700,000, as estimated by me in my testimony. ' ' 

Mr. Dickinson : It is agreed that the statement made by 
Mr. Kempton in the above excerpt from his letter shall be 
given the same effect as if he appeared in person and testified 
to the same. 
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a witness previously sworn on behalf of the defendants, was 
recalled and testified further, as follows : 

CEOSS EXAMINATION 
By Me. Colton: 

Q. At page 21,605 of the typewritten record you were asked 
the following question and made the following answer: 

"Q. Now, in the American statistics of general commodi- 
ties which are relatively expressed in this index number, how 
many commodities were considered by the Bureau of Labor 
in making up that index number? 

"A. The Bureau of Labor at the present time is consid- 
ering 257 commodities. ' ' 

What do you mean by that index number? 

A. I mean the index number published by the Bureau of 
Labor in their BuUetiu of the Bureau of Labor. 

Q. You do not use that index number? 

A. I use that index number as a basis for making my own 
index number, on the basis of 1895 to 1900. 

Q. Well, you used this and then calculated an index num- 
ber of your own, did you not? 

A. I used the Bureau of Labor index number, transferring 
the base from 1890 to 1899 to our basis of 1895 to 1900. 

Q. For what period is that index number? 

A. You mean for general commodities? 

Q. Yes. 
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Mb. Eeed : What period is the standard, I think Mr. Col- 
ton means. 

The Witness : The standard number I have used is on a 
basis of 1895 to 1900, averaging 100. 

By Mb. Colton: 

Q. You have not any additional copies of these tables, have 
you? 

A. I have not ; no, sir. 

Mr. Colton : I except to Defendants ' Exhibit 193, table 1 
thereof, as secondary, as based on hearsay, and to the wit- 
ness as incompetent to testify in regard to the same. 

To table No. 2 of the same exhibit on the same ground. 

To table No. 3 of the same exhibit on the same ground. 

To table No. 4 of the same exhibit on the same ground. 

By Mb. Colton: 

Q. Table No. 5 shows only the annual prices of pig iron, 
does it not? 

A. It shows the annual average prices of pig iron, the 
relative price of pig iron, the relative pjrice of commodities, 
and the purchasing power of pig iron from 1885 to 1912, in- 
clusive, and the average annual price and the relative price 
of pig iron for the year 1913. 

Mb. Colton: I except to table No. 5 as secondary and 
based on hearsay, and to the witness as incompetent to tes- 
tify to the same. 

I except to table No. 6 on the same grounds. 

I except to table No. 7 on the same grounds. 

I except to table No. 8 on the same grounds. 

I except to table No. 9 on the same grounds. 

I except to table No. 10 on the same grounds. 

I except to table No. 11 on the same grounds. 

I except to table No. 12 on the same grounds. 

I except to table No. 13 on the same grounds. 

I except to table No. 14 on the same grounds. 

I except to table No. 15 on the same grounds. 

I except to table No. 16 on the same grounds. 

I except to table No. 17 on the same grounds. 
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I except to table No. 18 on the same grounds. 
I except to table No. 19 on the same grounds. 
I except to table No. 20 on the same grounds. 

By Me. Colton : 

Q. Table No. 20, which takes up a number of steel com- 
modities, is the only table that contains prices by months, 
either in money prices or in any other form of prices, is it 
not? 

A. It contains a composite monthly price of 10 iron and 
steel products. 

Q. You may examine these tables and see whether it is 
not the only one of the tables that gives prices by months. 

A. It is the only monthly table. 

Q. The other tables are annual tables or for a longer 
period of time, are they not? 

A. Annual or for a longer period of time. 

Q. Defendants' Exhibit No. 194 is merely a graphic rep- 
resentation of tables Nos. 1, 2, 3 and 4; is that correct? 

A. That is correct. 

Q. And it shows annual wherever the tables show annual, 
and monthly where the tables show monthly ; and in this par- 
ticular case it shows annual or a longer period than annual? 
Is that correct? 

A. That is correct. 

Mb. Eeed : You mean it shows annual prices, annual aver- 
ages? 

Me. Colton : Annual prices, yes. 

By Me. Colton: 

Q. Would you look through Defendants' Exhibit 194 and 
state the tables upon which each is based, and if any one of 
them is based upon monthly averages of prices, so state? 

Me. Eeed : You ask him to look through Exhibit 194 and 
state the tables upon which each is based? 
Me. Colton: Yes. 

Me. Eeed: Exhibit 194 is only one sheet. 
Me. Colton: Are these separate? 
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The Witness: Oh, yes. And that information is stated 
right there. 

Mk. Eeed : He has put that on the bottom of each one. 

The Witness : It is on the exhibit. 

Mk. Colton : But I think it would be a good idea to have 
it in the record. 

Mr. Reed : It is in the record. 

Mr. Colton : Are these going to be photographed and put 
into the volume of exhibits? 

Mr. Eeed: Of course. 

By Mr. Colton: 

Q. Defendants' Exhibit 194 I have already asked you 
about. Defendants' Exhibit 197 is based on table 7? 

A. It is. 

Q. Defendants' Exhibit 195 is based on table 5? 

A. Yes. 

Q. Defendants' Exhibit 196 is based on table 6? 

A. It is. 

Q. Defendants' Exhibit 200 is based on table 10? 

A. It is. 

Q. Defendants' Exhibit 201 is based on table 12? 

A. It is. 

Q. Defendants' Exhibit 202 is based on table 11? 

A. It is. 

Q. And Defendants' Exhibit 203 is based on table 13? 

A. It is. 

Q. Defendants' Exhibit 204 is based on table 14? 

A. Yes, sir. 

Q. Defendants' Exhibit 205 is based on table 16? 

A. Yes, sir. 

Q. Defendants' Exhibit 206 is based on table 17? 

A. Yes, sir. 

Q. Defendants' Exhibit 207 is based on table 18? 

A. Yes, sir. 

Q. Defendants' Exhibit 208 is based on table 19? 

A. Yes, sir. 

Q. Defendants' Exhibit 209 is based on table 19? 

A. Yes, sir. 
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Q. Defendants' Exhibit 210 is based on table 19? 

A. It is. 

Q. Defendants' Exhibit 211 is based on table 19? 

A. It is. 

Q. Defendants' Exhibit 199 is based on table 9? 

A. It is. 

Q. Defendants' Exhibit 198 is based on table 8? 

A. It is. 

Q. Defendants' Exhibit 212 is based on tables 18 and 20? 

A. Yes. 

Me. Colton : I object to each of Defendants' Exhibits Nos. 
194 to 212 because based on the tables, the tables themselves 
being secondary and based on hearsay, and to the witness as 
incompetent to testify in regard to the same. 

By Mk. Colton: 

Q. Which one of these tables, if any, shows monthly prices 
in respect to particular steel products ? 

A. No one of them. Exhibit 212 shows the composite 
monthly average. 

Q. Of a number of iron and steel products ? 

A. Of 10 iron and steel products. 

Q. That is the only monthly average that is represented 
there by table or diagram? 

A. That is the only monthly average. 

Q. You spoke of taking the Bureau's index? 

A. The Bureau's index numbers. 

Q. For what period? 

A. For the period from 1891 through 1912. 

Q. Was that based upon the composite prices of a certain 
list of commodities for that entire period? 

A. It was. 

Q. Did you take the same list of commodities that they 
had for the entire period, for the period from 1895 to 1900, 
inclusive ? 

A. I used their same index numbers, the composite num- 
ber from 1891 to 1912, inclusive, the number furnished by the 
Bureau of Labor in its bulletin. 

Q. How did you change from their base to your base ? 
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^ A. The period from 1895 to 1900 was averaged on an 
arithmetical average. That average for our new base was 
called 100, and the percentage that each bore to that aver- 
age represented my new index figure. 

Q. What was averaged? You say the period was aver- 
aged? 

A. I stated the period from 1895 to 1900, six years. 

Q. But what was averaged? 

A. The index number of the Bureau of Labor for each 
year. 

Q. The index number was averaged? 

A. The index number was averaged. 

Q. How was the index number averaged? I do not under- 
stand that. 

A. The government furnished for each one of those years 
an index number representing the relative prices or the rela- 
tive price of their group of commodities for that particular 
year. Over the six years you have six index numbers repre- 
senting the relative price for each of the six years. That ser- 
ies of six index numbers I added together and took a simple 
average. That simple average, in order to make my base read 
100, was called 100. 

Q. Did the Bureau have any such average as that that you 
have just made for use in this table? 

A. I stated that I made that average. 

Q. The Bureau did not have any such average as that, 

did it? 

A. The Bureau's base was obtained in the same way, for 
the period from 1890 to 1899, inclusive. 

Q. They had one for each year? 

A. Not a base for each year. They have a separate index 
number for each year, but their base, which they call 100, is 
from 1890 to 1899, inclusive. 

Q. And you had a different base? 

A. I took their base and their figures calculated on their 
base, and re-calculated it on our base, from 1895 to 1900. 

Q. I know, but that is not their base. That is your base? 

A. That is our base. 

Q. During the years 1895 to 1900, inclusive, did the Bureau 
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have the same number of commodities for consideration that 
it has had since 1900 to the present time? 

A. There has been a slight difference in the entire number 
of commodities taken. The Bureau has varied, I believe, from 
251 in 1890 to 257 at the present time. 

EEDIEECT EXAMINATION 

By Mr. Eebd : 

Q. Let us get this standard base straightened out. Would 
it make a difference as to any figure in all your tables in the 
statement of the purchasiag power of steel whether you took 
your base or the Government's base on index numbers? 

A. Yes, for this reason, Mr. Reed; the figure represent- 
ing the purchasing power of steel is an expression of the 
relationship between the purchasing power of steel for the 
base periods and for the present time. Now, you change the 
base, and, of course, your figure must necessarily change. 

Q. Would it make any relative change? 

A. The relative position of these figures would not change. 

Q. That is what I am getting at. Has the adoption of a 
base any effect on the location or course of these curves of 
purchasing power, except to determine the vertical height at 
which they shall be put from the bottom of the page?' 

A. It would have no other effect. 

Q. And if you had adopted the Bureau of Labor's stand- 
ard of the ten-year period, instead of the six-year period 
which you made to correspond to Dr. Walker, what effect 
would it have had on the different tables and charts showing 
the purchasing power of steel? 

Mr. Colton : I object on the ground that it is obvious that 
the witness cannot answer as to all the different effects it 
would have in respect to the purchasing power of the differ- 
ent articles of steel. 

The Witness: The average of the index period from 1890 
to 1895, exclusive of the year 1895, it seems to me in classing 
up the figures, is some little higher than the average of the 
period 1895 to 1900. ^ 
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By Mr. Eeed: 

Q. I do not think you understood my question. Does it 
make any difference ia the shape or the tendency of the curve 
showing the purchasing power whether you adopt the aver- 
age between 1890 find 1900 as the staadard or the period from 
1895 to 1901 ? 

A. It could make no difference. 

Q. It could make no difference; why could it not make 
any difference? 

A. It could make no difference in the teindenoy of the 
curve; it would make only a slight difference in the exact 
shape of the curve, because that percentage is a percentage 
determination between your figures on an individual year and 
those percentages are based on the average period taken as a 
base. 

Q. Why did you select the period January 1st, 1895, to 
January 1st, 1901, as your standard? 

A. Because in dealing with index numbers it is immaterial 
what base is taken, and after consultation I decided to take 
the base most nearly approximate to Mr. Walker's, 1895 to 
1900, inclusive, in order to make my base appear absolutely 
unbiased, without any special pleading possible. 

Q. Does it make any substantial difference in the showing 
as to the purchasing power of steel whether you adopt any 
period or another period as a base? 

A. It does not. 

EECROSS EXAMINATION 

By Me. Colton: 

Q, You say you used that because Dr. Walker used it? 

A. I made no such statement. 

Q. Well, is that a fact? 

A. It is not a fact; Mr. Walker did not use that period; 
he used the period 1895 to March, 1901, inclusive. 

Q. Did you use the period you did use because you per- 
sonally thought it was most closely in line with the period 
used by Dr. Walker? 



11930 GEORGE C. SMITH. 

A. Because I knew it was most closely in line with the 
period used by Dr. Walker. 

Q. Don't you know that Dr. Walker used the period 1895 
to 1898 inclusive for comparisons also? 

Me. Reed : Can you refer me to any exhibit where he did 
that, Mr. Colton? 

Mk. Dickinson : Ask him if he did. 

Me. Eeed : I object to this because there is no evidence of 
Dr. Walker's having based any charts on any such base. 

The Witness: I have very carefully gone through all of 
Dr. Walker's charts in Volume 1 of the Government Exhibits 
and I have no recollection of any such base. 

By Me. Colton: 

Q. Even for the purpose of comparing prices you have no 
recollection ? 

A. I have no recollection of such a base being used. 

Q. What do you mean by base? 

A. I mean by base what was included in your question, 
the period of 1895 to 1898, used for the purposes of compar- 
ing prices. 

Q. And all you mean to say is that you do not recall his 
comparing the period of 1895 to 1898, inclusive, with any 
other period of average prices, with subsequent periods of 
prices? 

A. That is not the way the question was asked. 

Q. Well, is that correct? 

A. I knew that Dr. Walker had been constantly compar- 
ing prices of one period with prices of another period, month- 
ly averages being considered as periods. 

Q. Do you now recall his having used the period before 
what you are classing as the consolidation movement and 
comparing it with the period following the consolidation 
movement, with respect to the average prices? 

A. Not in any of his exhibits. 

Q. You used entirely his exhibits, and with no relation to 
the testimony? 

A. I used his testimony, so far as it led me into sources 
of information for his exhibits. 
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Q. Now you say it does make a difference in the spread 
of these lines as to whether you take one year or another yea r 
for your index number. 

Me. Reed : He did not testify to anything of the sort. I 
object to the question for that reason. 

By Me. Colton: 

Q. Didn't you make that statement? 

A. I did not make that statement. 

Q. Didn't you say it would not make a difference in the 
tendency of the line, but would make a difference in respect 
to what? 

A. I said it might in respect to spread. 

Q. It would make a difference in respect to spread? 

A. Yes. 

Q. And without taking the year or calculating it out you 
do not know what difference it will make in respect to spread, 
do you? 

A. I know from a knowledge of mathematics that where 
those averages run so. nearly parallel that it can make biit 
mighty little difference relative to spread. 

Q. What is that, where they run nearly parallel? 

A. "Where the index numbers for commodities and the 
index numbers for steel during the base period are running 
nearly parallel. 

Q. If that is a fact, then, it will make but very little differ- 
ence ? 

A. It will make but very little difference. 

Q. But where that is not the fact you do not know any- 
thing about it. 

A. Where that is not a fact I know it will make more 

difference. 

By Mb. Eeed : 

Q. If you take the basis of 1890 to the end of 1899, just 
as the Bureau of Labor does in determining a base, or in 
fixing upon a base, what effect would that have on the curves 
of the different charts showing the purchasing power of dif- 
ferent steel articles? 
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Mb. Colton: Just a moment; I object on the ground that 
the witness has already answered this question two or three 
times. 

The ^iTiTESS : It would make a difference in the location 
of the curve on the chart as respectiag the altitude of the 
curve or its spread. 

By Mk. Eeed : 

Q. Its spread from what? 

A. Spread from the base, which is of course the same thing 
as the altitude of the curve. 

Q. Would the shape of the curve itself be changed? 

A. The shape of the curve would not be changed. 

Q. Then the only effect or change that standard would 
have would be to move the curve up or down on the sheet and 
leave it in exactly the same shape it is? 

A. Yes. 

Me. Eeed: That is what I thought; that is what I have 
been trying to get you to explain. 

The Witness: I thought I had by the use of the word 
"altitude." 

By Mb. Dickinson: 

Q. You are employed as an expert in this case by the Steel 
Corporation, are you? 

A. I was employed by the Steel Corporation as a statistic- 
ian. 

Q. To do this work about which you have testified? 

A. Yes. 

(Whereupon an adjournment was taken until Tuesday, 
February 17, 1914, at 10:30 o'clock a. m.) 
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ONE HUNDEED AND SIXTIETH DAY 

Empiee Building, 
71 Broadway, New York City. 

Tuesday, February 17, 1914. 
Before Special Examiner John Arthur Brown. 

Present on behalf of tbe United States, Mr. Dickinson 
and Me. Colton. 

Present on behalf of the Defendants, Mr. Lindabury, Mr. 
Severance, Mb. Bolling and Mr. Eeed. 
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a witness previously sworn on behalf of the defendants, was 
recalled for further examination. 

CROSS EXAMINATION (Continued) 

By Mr. Dickinson: 

Q. Be kind enough to turn to page 423 of the volume we 
had when we adjourned, "The Cost of Living"; under the 
heading of Wheat and Wool I read as follows : 

"After these studies of prices as they are indisputably 
affected by the Steel Corporation, the Standard Oil Com- 
pany and the American Sugar Refining Company, it is inter- 
esting to turn to prices in some other lines which clearly are 
not affected by the trusts, and to note the comparison. Di- 
agram VII shows in line A the annual average price of wheat 
per bushel from 1890 to 1910. No one claims of course that 
wheat is in any way controlled by any great corporation, al- 
though to be sure there have been certain times when for a 
few days a partial corner of the market has raised the price. 
The price of wheat is deteimined rather by the supply com- 
ino- from large or short crops in different parts of the world." 

You wrote that, did you? 

A. Yes, I did. 
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Q. Turn to page 426 of the same voliune, under the head- 
ing of ' ' Conclusion. ' ' 

"It is of course not just to compare the fluctuations in the 
prices of raw materials, such as wheat or cotton, with those 
of certain manufactured products, such as shoes or steel rails 
or even sugar; because, owing to the fact that they are ma- 
terials, for which there is an enormous but a steady and in- 
sistent demand, and to the fui'ther fact that the quantity of 
production is very laigely dependent upon the seasons, the 
variations in supply are so large that there must be very great 
fluctuations in prices. The supply of steel or of shoes is in no 
such sense dependent upon changes of season or other fortu- 
itous influences. From the nature of such farm products as 
those named, though a trust might control prices in certain 
lines, say fruit, it would hardly hold prices down m case of a 
crop failure, nor maintain them if the crop were unprecedent- 
edly large." 

You wrote that, did you? 

A. I did. 

Q. On page 389 of the same volume, the statement is made 
there as follows: 

"The influence of trusts upon prices was investigated at 
the request of the commission by Professor J. W. Jenks of 
Cornell University. The previous investigation of this sub- 
ject, made by Professor Jenks for the Industrial Commission 
about ten years ag'o, gave him unusual qualifications for un- 
dertaking this further inquiry. The report of Professor Jenks 
is submitted as the report of the commission. His views are 
accepted and presented by the commission as representing its 
views regarding the eflfect of the trusts upon the movement of 
prices in general and the recent advance of prices in par- 
ticular. ' ' 

You understood that that would be involved and published 
in this report? 

A. I knew nothing about that until this report appeared. 

Me. Lindabury: You do not ask him whether he wrote 
that. 
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Mr. Dickinson : No, I do not ; I thought it might be in- 
delicate. 

The Witness : No, I had never heard of it nor seen it un- 
til the volume appeared. 

By Mr. Dickinson: 

Q. You understood, however, that they would make a re- 
port based upon your investigation which you made to them, 
and that this would be promulgated and given out? 

A. I knew that I was making a report to send to them, but 
they were under no obligations to accept and publish it un- 
less they wished to. They asked me to make a report to them 
upon this question, and I did so, as best I could. 

Q. And you understood that they were goiug to make a 
report? 

A. I understood that they were going to make some re- 
port, yes. 

Q. To the Commonwealth of Massachusetts? 

A. Yes, sir. 

Q. And that that report would probably be promulgated? 

A. I supposed so ; that is usually the case. 

Ms,. Lindabury: I object to it unless he understood that 
this particular thing was to be put in. 

Mr. Dickinson : He said he did not understand that. 
Mr. Lindabury : Then it seems to be irrelevant. 

By Me. Dickinson : 

Q. You assisted the Industrial Commission, did you not, in 
making its report? 

A. I did. 

Q. I find upon page 599 of the report, Volume XIX, the 
following, under the heading of "Eecent Consolidation Move- 
ment. ' ' 

' ' The rapid growth of capital, with the advantages for its 
use which were shown to follow combination, has accelerated 
consolidation in recent years. When goods were in general 
demand over wide sections of the country, when these goods 
were of a certain standard uniform quality, and when the 
goods were bulky, so that the freight charges formed an es- 
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sential part of the cost, it was foimd that a combination in the 
production of such goods might readily secure so great an 
advantage over its smaller rivals that the tendency toward 
monopoly became strong. Combinations in the oil, sugar, salt, 
and similar industries were organized early, and they became 
powerful. When large establishments were necessary in or- 
der to produce at the lowest cost, a combination had a decided 
advantage over an individual competitor of small financial 
strength. Experience further showed that when expensive 
advertising was necessary to popularize special brands or 
trade-marks, combiaations had an advantage over smaller 
concerns. 

'* These three influences — a standard product, very large 
capital, and popular trade-marks — seem to have been particu- 
larly powerful in bringing about the most successful combina- 
tions. On the other hand, whenever it is necessary for the 
producer to cater to the taste of the individual customer, it is 
much more difficult to form efficient combinations. It is true 
that in some cases the combination may buy up individual tal- 
ent or genius, and in that way secure some control; these, 
however, are exceptional, and the combination can never ex- 
pect to secure entire control of special talent." 

Did you have anything to do with preparing that? 

A. I made the first draft of that general report; that 
went before the Commission and the Commission considered 
it, modifying it ia some parts, and in some parts let it stand. 

Q. But that was the draft m general substance? 

A. I do not know whether that was in the general draft, 
because, as I say, they modified here and there in certain 
places, but I should suppose it is substantially the same, or 
much the same as I sent in in the first draft. The details of 
that I cannot recall, because they have modified it in certain 
parts. 

Q. Is there anything in any of the diagrams prepared by 
Mr. Smith and filed as Defendants' Exhibits 194 to 212, in- 
clusive, from which one can estimate in any way the effect, if 
any, of severe competition or any combination extending over 
periods of several months within any particular year, using 
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the tables and the index figure, as to any particular steel 
product? 

A. I should say not. 

Q. Is there anything ra any of the tables prepared by Mr. 
Smith and filed as Defendants' Exhibits from which one can 
estimate in any way the effect, if any, of severe competition 
or any combination extending over periods of several months, 
within any particular year, as to any particular steel pro- 
duct? 

A. I should say not. 

Q. You were asked : "What better method is there of con- 
trasting prices and of showing the trend of prices of particular 
commodities than this method of showing the money price 
alone?" To which you answered: "If one wishes to show 
the economic or the business effect of any series of sales, it 
can be shown better than by expressing those selling prices 
in terms of money by showing the purchasiag power of that 
commodity in terms of general commodities." 

You spoke of "any series of sales." Does that apply to 
a series of sales over periods, say, of a month or two or three 
months at a time? 

A. It would apply to any period of sales for which you 
could secure the data, even though the period were short, 
or though the period were longer; and ia arranging for the 
preparation of these charts, that was kept in mind, and the 
best, most complete, most accurate, definite data that was at 
all available was secured and used. 

Q. Are there any known data, based on purchasing power 
of commodities, which show the effect of a series of sales over 
any period for less than a year? 

A. My impression is that there are some index numbers 
that are published in some of the papers that attempt to give 
those prices by months, but those are not standard ; they have 
not been generally recognized, and they have not been used for 
any great length of time. 

Q'. And you have not used any such data as that? 

A. I have not used those here, because they were not the 
standard index numbers that were generally accepted. 
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Q. Then, are there any known and accepted standard data, 
based on purchasing power of commodities, which show the 
effect of a series of sales over any period for less than a year? 

(By request of the witness, the third preceding question 
was read by the stenographer as follows:) 

"Q. Are there any known data, based on purchasing power 
of commodities, which show the effect of a series of sales over 
any period for less than a year?" 

The Witness: I had in mind 

Me. Dickinson : Do you want to change your first answer, 
or add to it? 

Me. Eeed : Let him finish. Judge. 

Me. Dickinson : I just wanted to find out whether he was 
adding that to his first answer, or answering the second ques- 
tion. 

The Witness: I was going to say 

Mb. Dickinson : Just explain it in any way you please. 

The Witness : I was going to say that I had not noted that 
in the first question you had said "based upon the purchasing 
power of commodities. ' ' I had in mind : based upon the aver- 
age prices of commodities, which is what the index number 
is. That is what I had in mind in my reply. 

So, if your question were as to index numbers, my reply 
would stand as it is, as I had answered it in that way; but, 
based upon the purchasing power of commodities, I would like 
to modify the answer to this extent. First, I will ask to have 
my former answer read. 

(The stenographer read the answer referred to as fol- 
lows : ) 

"A. My impression is that there are some index numbers 
that are published in some of the papers that attempt to give 
those prices by months, but those are not standard ; they have 
not been generally reco.o^nized, and they have not been used 
for any great length of time. ' ' 

The Witness: Where I said "those prices," I would say 
"average prices"; and insert immediately after that: "which 
would mean their purchasing power in terms of money" ; that 
is, the amount of money that they would purchase. 
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Now, I will ask to have the other question read, which I 
had not answered. 

(The stenographer read as follows:) 

"Q. Then, are there any known and accepted standard 
data, based on purchasing power of commodities, which show 
the effect of a series of sales over any period for less than a 
year?" 

The Witness: I think I can answer "no" definitely to 
that. I know of none such. 

By Mk. Dickinson : 

Q. You have not used any index number or any data show- 
ing the purchasing power of commodities based upon market 
quotations covering a period for a less time than a year? 

A. I have not, in this report. 

Q. Do you know of any instance where the commodity 
prices and index numbers have been used in the way in which 
you have used them in this case, for the purpose of showing 
the effect of pools or combinations artificially controlling 
prices over periods of less than a year's time? 

A. I do not. 

Q. Have you ever known such index numbers or com- 
modity prices to be used for the purpose of ascertaining or 
showing the effect of pools or combinations artificially con- 
trolling prices over any period? 

A. There is an assumption in the question with reference 
to artificial control of prices that I might or might not agree 
with; but with reference to the special use of index numbers, 
I should say no. 

Q. You were asked if it were desired to observe the trend 
of prices before and after an event, such as, for instance, the 
organization of the United States Steel Corporation, ia your 
opinion would the way in which you have just described be 
a better way and a more scientific way of studying the ques- 
tion than the mere change in money price, to which you an- 
swered: "It would be a better and more scientific way." 

A. Yes, I see this question. Now, if you will kindly go 
ahead. 
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Q. Would that be the only way to show whether or not 
prices during months within various years of such contrasted 
periods were controlled by a combination? 

A. I do not think that any diagram, taken by itself, can 
show prices or control by a combination; but it is true that a 
chart prepared with reference to monetary prices could be 
prepared from data now available that would show the course 
of the quoted prices month by month during a year or a 
series of years, and such chart might be suggestive with ref- 
erence to various economic changes or economic effects, in- 
cluding the one point that you have made, the organization of 
an industrial combination or a corporation. 

Q. That is to say, as I understand you, charts based on 
some other theory than that of quoted prices and index num- 
bers? 

A. A chart based on monetary prices may show withia 
limits very many industrial changes, that is, veiy many price 
changes. 

Q. Charts such as those you used in preparing the Mass- 
achusetts "Cost of Living"? 

A. Such charts have value without doubt. 
Q. As showing the effect of combination? 
A. As I have said before, I think no chart taken by itself 
can be definite proof along those lines, but it may be sug- 
gestive along those lines. 

Q. And you did use charts of that character? 
A. I did use charts of that character and drew conclusions, 
and I considered them very suggestive along those lines. 

Q. In explanation of your answer, which appears in an- 
swer to a question put to you on direct examination, you were 
asked why it would be a better and a more scientific way and 
you answered "Because, as I have said before, gold, or the 
basic monetary commodity, whatever it may happen to be, is 
a single commodity that is subject, over considerable periods 
of time, to very great changes. ' ' What did you have in mind 
when you spoke of "considerable periods of time"? 

A. I had in mind in answering that question the general 
course of prices. In using the expression "considerable 
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periods of time," I had in mind there a series of years. That 
series of years over part of the period under consideration 
could be analyzed year by year, but over parts of the period 
the figures are not available; that is, over the very early 
periods year by year. 

Q. Well, you had in mind then a series of years'? 

A. At that time I had in mind a series of years, with, how- 
ever, during the latter part of that series of years, a year 
by year analysis of the amount of gold, and, in consequence, 
the value of gold. More specifically I had in mind the changes 
in the output of gold, and, in consequence, the change in its 
value in terms of commodities year by year from 1901 to 
1911, inclusive. 

Q. In any year was the change in the value of gold so 
great as to acccount alone for those changes in prices within 
such year shown by you upon your diagrams which you made 
for the Massachusetts Commission? 

A. The question cannot be specifically and definitely an- 
swered by yes or no, because in the consideration of any 
price change there must be ordinarily taken into considera- 
tion a number of factors. I think there can be no doubt that 
there have been years, a good many years, in which the 
changes brought about by the output of gold largely, not en- 
tirely, would be more than the changes indicated in the dia- 
grams in the report to the Massachusetts Commission. In 
other years the influence of any such cause as that would not 
be sufficient to account entirely for the change indicated. The 
point to be kept in mind in the consideration of those various 
charts presented 

Q. (Interposing) ^,¥hich ones do you refer to? 

A. (Continuing) I am referring to the ones presented in 
this case by Mr. Smith, which were made under my direction 
—the point to be kept in mind in the consideration of those 
various charts presented is, not to measure definitely the in- 
fluence of the increased output of gold alone in any year, or 
even in any series of years ; but it is to measure definitely year 
by year the change in the purchasing power of steel m terms 
of general commodities, that is quite a different proposition. 
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Q. I did not refer to these Smith exhibits in my ques^ 
tion at all; I was only referring to the others. Well, are 
there not upon these exhibits which have been put in evidence 
by the Government, from the Massachusetts report, rises in 
value within short periods that largely exceed any rise within 
that time in the price of gold? 

Me. Eeed : In the fall in that time in the price of gold. 
Me. Dickinson : In the corresponding change, make it. 
The Witness: I think so. 

By Me. Dickinson : 

Q. Do you have to express the value of a single commodity 
in terms of general commodities in order to determine with 
substantial accuracy whether such single commodity was in 
selling so controlled by a combination as to raise materially 
within the period of a month or several months the selling 
price thereof? 

A. I should say that it is not possible to express either in 
terms of general commodities or in terms of money a change 
that in itself proves the conclusion that the change has been 
brought about by a combination. I think that is directly re- 
sponsive, is it not? I so intended to make it. 

Q. But you do not have to proceed alone by the method of 
expressing a single commodity in terms of a general com- 
modity in order to ascertain what may largely be the effect 
within a period of several months, or to make apparent what 
may largely be the effect within a period of several months, 
of a combination controlling the price of any single com- 
modity? 

A. I have said before that a series of figures, or a chart, 
may be prepared either in terms of money or of general com- 
modities that suggest certain conclusions, but neither one of 
them could, of itself, be a conclusive proof of such influence. 

Q. You spoke of the years from the time of the formation 
of the Steel Corporation back until 1895, and said that they, 
more than any other years that couJd have been selected, were 
characterized perhaps by the lowest prices of steel. 
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Me. Lindabury: Pardon me; he said three of those years, 
I think. 

Mr. Dickinson : Well, I will strike that out and read him 
the exact language. I tried to paraphrase it. 

Mr. Lindabury : I think if you have it before you you will 
see that he said three of the years. 

Mk. Dickinson : No ; not here. 

By Mr. Dickinson: 

Q. You said: "Because these years, from the time of the 
formation of the United States Steel Corporation back until 
1895, are those that represent, more than any other years 
that could have been selected perhaps, the lowest prices of 
steel ; and not merely that, but they represent the lowest prices 
of general commodities that could have been selected." 

Is it not a fact that low prices of steel and steel products 
during various periods within several of the five years next 
preceding the formation of the Steel Corporation were largely 
the result of fierce competition? 

A. I wish to answer, in part, the two questions together, in 
order that there may be no misapprehension. In speaking of 
the years selected by Dr. Walker as being the low price years, 
of course I had in mind a series of years that should begin 
with the date of the formation of the Steel Corporation and 
run backwards. I naturally did not intend to say, and from 
the context it will be seen, I think, that I could not have in- 
tended to say, that he might not have picked out two or three 
isolated years detached from any connection with the organ- 
ization of the Steel Corfjoration that would not have shown 
lower prices. Any such selection as that, however, would have 
been so manifestly absurd that I knew that a man like Dr. 
Walker would not have dreamed of doing that. So I had in 
mind definitely the selection of a rather brief period of years, 
beginning from the date of the organization of the Steel Cor- 
poration and running back for a series of years. 

The second part of the question, with reference to the in- 
fluence of competition upon the low prices of steel: my im- 
pression is that, taken in connection with other information 
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besides what appears on the charts, one may conclude that 
there were certain years in which the influence of competition 
toward holding prices of steel down was considerable. 

Q. Is that all? 

A. I think that answers the question. 

Q. Now, I am not asking about the charts, but when you 
stated, as a matter of fact, that these years were perhaps the 
lowest that could have been selected, I am asking you, upon 
the same character of knowledge, as an economist: is it not 
a fact that during various periods within those five years 
the low prices of steel were largely brought about by severe 
competition ? 

A. My impression is that during those years there was 
some time where severe competition was one influence toward 
keeping down the prices of steel. 

Q. On page 21632 of the typewritten record, succeeding 
where I left off before, and as a part of your answer, you 
said, in answer to the question addressed to you by counsel 
for the Steel Corporation: "Steel, and of course these vari- 
ous grades of steel, form part of the general commodities, and 
the same influences that are at work to affect commodities in 
general would, of course, be at work to affect the prices of 
these various kinds of steel." 

Now, I ask you: While the same influences that are at 
work affect prices of commodities in general, including the 
various kinds of steel, are there not, at times, operating con- 
temporaneously, other influences which sensibly affect vari- 
ously some of these commodities, such as weather conditions 
in respect of crops, and such as artificial control in respect of 
sugar or tobacco or steel? 

A. It is surely true, and that has been the chief point that 
I have had in mind in using these index numbers as a basis 
of measurement, that individual articles are affected in price 
by various influences. An influence that would affect one will 
often not affect another. And it is on that account, especially, 
that it is wise and really the more scientific way to measure 
the value of any commodity, to take an index number that 
eliminates, so far as possible, these various individual in- 
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fluences, in order to secure a standard of measurement. One 
of these various influences that affect the prices of different 
individual commodities might be, as you suggest, weather; it 
might be, I should suppose in certain cases, a pool ; it might be 
an unusually strong demand, or an miusual slackening of de- 
mand for that special commodity — it might be any one of al- 
most an innumerable number of influences. 

Q. And might not such influence, on some special com- 
modity, operate so intensely, within a short period, as to make 
it perfectly manifest that it was the most potent factor either 
in depressing or raising prices ? 

A. Oh, I should think that is clearly the case. That might 
be true. 

Q. Now, you spoke of the power of the Steel Corporation. 
Do you know of any period within the history of this country 
where so large a percentage of the output of any industry 
was under one control as that which was under the control of 
the United States Steel Corporation from its organization on 
to October 26, 1911? 

A. The question is not clear to me. If you mean to have 
this in mind, as to whether the control of the Steel Corpora- 
tion — I suppose by control you mean the percentage of the en- 
tire output— is greater in steel than in other lines, I should 
say it is not. If you have in mind the general question as to 
whether there has been any other period in the history of the 
country that had so many large corporations, any one of which 
might have had a considerable, very large, or in some in- 
stances a very considerable proportion of the output, I should 
have to answer in a different way. I would say with reference 
to the first meaning that the Coiporation has not had so large 
a percentage of the output as some others. I should say in 
answer to the second meaning— as I say, the question has 
not been quite clear,— that I think that the period that you 
have named is not the period where there has been so large a 
percentage of control in this sense which you have mentioned 
as another period that might be selected. 

Q. In what period before 1901 did any one concern in the 
iron and steel business control as large a percentage of the 
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output as the United States Steel Corporation controlled 
when it was formed ? 

Me. Lindabuey: One moment. The former question was 
not limited to the steel industry, was it? 

Me. Dickinson : Oh, yes. 

Me. Eeed: No, any iadustry. 

The Witness: I did not so understand it; I did not under- 
stand that it was limited to the steel industry at all. My an- 
swer was general. 

(The pending question was repeated by the stenographer.) 

The Witness: What are you referring to; all kinds and 
grades of steel, or are you referring to certain specific pro- 
ducts of steel? 

By Mr. Dickinson : 

Q. I am talking of the whole steel and iron industry. 

A. I think there is no other period where one corporation 
has had so large a percentage of the entire output of steel 
of different kinds as the period that you have mentioned. 

Q. Do you know what percentage in 1901 the United States 
Steel Corporation controlled iu the output of steel ingots as 
compared with the output of the entire United States in steel 
ingots ? 

A. The proportion 

Q. (Intei-posing) I am just asking if you know, not what 
it is, but if you know ? 

A. Do I know what the percentage is f 

Q. Yes. 

A. Yes, sir. 

Q. In steel ingots? 

A. In steel ingots and castings, the two being taken to- 
gether. 

Q. In 1901? 

A. In 1901. 

Q. As compared with the entire steel ingot output of the 
United States? 
A. Yes. 
Q. Well, do you know what it was in 1902? 
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A. I know the general course of the proportion of tlie out- 
put from 1901 to date, or to 1911. I cannot give, without 
reference to tables that were prepared at my suggestion in 
part, the exact percentage of output from year to year. 

Q. I am not asking you for that. I am just asking you if 
you know what the percentage was of the output of the Steel 
Corporation ? I am not asking you to give it, but I am simply 
asking you if as a matter of fact you know it. 

Mr. Ebed: Has he not answered that directly? 

The Witness : I know it in this way, from tables prepared 
at my suggestion and put in evidence, the exact percentage. 
Without that reference I do not have it definitely in mind for 
the year 1902. 

By Me. Dickinson: 

Q. It would be the same way would it about the subsequent 
years ? 

A. It would be the same way with reference to subsequent 
years until 1911. I have not attempted to charge my mind 
with all the contents of tables. 

Q. Do you know it for 1912? 

A. No. 

Q. Now, referring to the diagram chart, you said on page 
21633 of the typewritten record : 

"It will be noted on this chart that beginning with 1901 
and running backward to 1895." 

Did you mean to include 1895 or exclude it? 

A. T meant to include it. 

Q. I supposed you did, but you said "to 1895"? 

A. I had in mind to 1895, inclusive. 

Q. Now, have you averaged the prices on Defendants' Ex- 
hibit 207, which apply to ten kinds of iron and steel, or have 
you also taken into consideration the relative tonnage or rela- 
tive aggregate sales of each kind? 

A. In making these averages it had been my purpose to 
follow as accurately as possible, in order that there might 
be no possible misapprehension, the method followed by Dr. 
Walker. In fact we adopted his figures, so far as that is con- 
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cemed, and they included the average of the prices, but not 
the tonnage. 

Q. Now, you show there, do you not, on that exhibit, the 
average prices of ten commodities blended, but you do not 
show the average price of each. 

Mk. Eeed: On which exhibit? 

The Witness: What was the exhibit you said, 207? 

By Mk. Dickinson: 

Ql Yes. 

A. I think I misunderstood, if you said 207. Now, will 
you kindly repeat the question. I thought you referred to 
212. I think perhaps I can answer just as well with reference 
to 207. 

(The preceding two questions and answers were repeated 
by the stenographer.) 

The Witness: The answer would be just the same with 
reference to 207 that it was before when I thought you were 
referring to 212, and the answer to this question is yes, the 
prices are blended. 

(The last question was again repeated by the steno- 
grapher, with the answer.) 

The Witness: I should add that of course there are other 
charts that give the purchasing power of separate steel ar- 
ticles, but the one to which you refer has them blended. 

By Ms. Dickinson : 

Q. What was the first year that in furnace operations 
any of the leading makers of steel used as much as 50 per 
cent, of Mesabi ore in furnace operations? 

A. I cannot give the exact year, but it was certainly after 
the organization of the Steel Corporation before as much as 
50 per cent, was at all generally used by steel makers. 

Q. I am not asking you about "generally used," but my 
question referred to any of the leading makers. 

A. I have not in mind the practice of the individual makers 
of iron and steel with reference to the use of Mesabi ore. 

Q. Was there not a marked reduction of cost by Carnegie 
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and other makers of steel in 1897 and 1898, as contrasted with 
any previous years? 

A. If you will be good enough to tell me just what you 
mean by cost I will try to answer it if I can. 

Q. I mean everything that enters into getting it ready for 
the market, the various kinds, including all of the elements 
to go into that. 

A. There again I cannot answer definitely with reference 
to the individual costs, because, as I say, I am not a steel 
maker, but I may add this ; that in my judgment those two 
years were years of low cost of production. 

Q. You spoke of the increased cost of producing steel in 
respect to open hearth as compared with Bessemer. Were 
you speaking merely of the conversion cost, or of everything 
that went into the cost? 

A. I had in mind everything that went into the cost. 
Q. Which was the most expensive at the time that open 
hearth steel began to be made — the Bessemer ore or the non- 
Bessemer ore ? 

A. I could not answer that question ; 1 do not know. 
Q. When you answered that question you did not have in 
mind the relative costs of the ores that went into these sev- 
eral kinds of steel— Bessemer and non-Bessemer? 

A. I had in mind the various elements that go to make up 
the cost of producing steel, taken as a whole; one element 
might offset another, in part. As I have already testified, I 
am not a technical steel maker or a technical steel expert, and 
of course have not analyzed these details. 

Q. But you did not know the relative cost of Bessemer and 
non-Bessemer ore? 

A. The special relative cost at that date I did not know. 
Q. Don't you know, as a matter of fact, that the making 
of open hearth steel brought into the market a great deal of 
ore which, under the processes which had prevailed up to that 
time generally, was not available, and that the available ore 
was cheapened thereafter? 

A. As I said before, I do not know the details with refer- 
ence to the ore production. I had known this, that as the 
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process of steel developed, certain classes of ore that were not 
so easily available before became available. 

Q. Would you call that a detail— the introduction of non- 
Bessemer ore largely into the manufacture of steel? 

A. Oh, I should call that a detail— a rather important de- 
tail. 

Q. To what extent had furnaces of 300 to 400 tons capacity 
been used generally before 1895? 

A. There again I can not give percentages. I have simply 
the general information that the size of the furnaces was 
rapidly increasing from a period somewhat earlier than that. 

Q. Do you know in what period furnaces as large as 300 
tons came into general use? 

A. I can not give the exact date, no. 

Q. Do you know what concerns in 1895 had furnaces that 
large? 

A. I do not. 

Q. You say, on page 21638 : "It was probably true, how- 
ever, that during the few years preceding 1895 there were 
improvements in the methods of production of steel that were 
fully comparable in effectiveness with any that followed there- 
after." 

State what improvements you referred to, specifically. 

A. I think I had already done that in the direct evidence; 
but I had in mind the use of the roll tables, which came in 
somewhat before 1890, for one thiag; the use of the Jones 
mixer; I had already spoken of the steadily increasing size 
of the furnaces. 

Q. When did the Jones mixer come into general use? 

A. If I recall rightly, it came into use about 1889 to 
1890. 

Q. You don't know when it came into general use? 

A. Oh, I suppose it was adopted as it was found to be ad- 
vantageous from time to time by other institutions after that. 

Q. What were the important improvements after 1895 
that you had in mind? 

Me. Lindabuky: He had better see his testimony. You 
are not stating exactly what it was. 
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Mb. Dickinson: I do not think it is necessary, but I do 
not object to it. You stated as follows: "so all along the 
line there seem, to be as many important improvements before 
1895 as after, so that there was no particular reason along 
that line why that special point should have been selected." 

My question is : What were the impoi'tant improvements 
after 1895 that you had in mind in answering the question or 
making that statement? 

A. I think I shall have to answer that in this way, Judge. 
I had in mind specifically the things that Dr. Walker had 
said, because in his testimony I looked the matter up def- 
initely. At the moment I recall his discussion of Mesabi ore, 
which I had taken pains to look up. The others I do not at the 
moment recall. 

Q. You can not now state what they were? 

A. I can not, without referring again to the testimony that 
I was studying at the time. 

Q. Take the year 1897 : was the production of steel pro- 
ducts in that year greater or less than it was in any of the 
preceding years? If you know that, Doctor, I would like to 
have you answer it without reference to any papers. 

A. I was going to say with reference to that, although I 
was looking at the chart so as to be sure that I had the dates 
well in mind, that the years 1897 and 1898 were years of de- 
pression, and the output was presumably, at any rate, low; 
but the definite figures I have not in mind. 

Q. And you think the output for 1897 was low as com- 
pared with preceding years ? I am not asking you to look at 

charts, now. 

A. My impression is, although, as I say, I have not those 
figures in mind, naturally, that the output was relatively low. 

Q. You stated on pa^e 21639 as follows: 

' ' During the years 1897 and 1898, for example, there was & 
general depression in the steel business, which forced the 
prices of steel lower than ever before." 

Don't you know that during that time there was a fierce 
rail war in steel between Carnegie and Illinois? 

A. I had nnderstood that there was a rail war, that there 
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was vigorous competition all along many lines in steel. That, 
combined with other iafluences that I had spoken of, would 
tend toward the low price of steel. 

Q. So that vigorous competition had an effect in bringing 
about the lower prices during that period, and an influence 
in that direction? 

A. My impression is — I think I had already stated it — 
that, combined with other influences during that time, I did 
think that vigorous competition was one factor toward keep- 
ing prices down. 

Q. You did not mention it, however, in this connection, and 
that is the reason I called your attention to it. You only 
attributed it to general depression, and I wanted to see 

A. My impression is that I had already stated that before, 
that there was vigorous competition. If not, that is my under- 
standing. 

Q. You stated it before, now, in your cross examination; 
but before you made this statement I do not think you had. 

A. Possibly I had not before I made that statement there ; 
but that is my impression, that there was vigorous competi- 
tion, not merely in that, but in the other lines of the steel in- 
dustry, and that was a contributing influence towards keep- 
ing prices low at that time. 

Q. What would you name as the well equipped steel pro- 
ducers in this country that you considered when you spoke 
of this question of competition with the Steel Corporation 
and the power of the Steel Corporation? Just name those 
that you had in mind. 

A. Yes ; I wUl name some of them, at any rate, that I had 
in mind : The Lackawanna Steel Company, Jones & Laugh- 
lin, the Cambria Steel Company, Bethlehem Steel Company, 
the Maryland Steel Company, the Colorado Fuel & Iron Com- 
pany, the Youngstown Company, the Inland Steel Company; 

there are two or three others that I am sure I had in mind 

the Republic Iron & Steel Company, I recall, for one ; the La 
Belle, I remember, and the Lukens. I presume there are 
others. I considered these, in general, as I went over the 
matter. 
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Q. Well, I want you to name those you had in mind when 
you were considering your answer to the question put to you, 
as to the power of the Steel Corporation and its ability to put 
its competitors out of business. Did you have those in mind 
when you answered that? 

A. I had a number of those in mind. 

Q. Did you have any others 1 

A. I think it is possible there may have been others from 
time to time, but naturally, as one answers a general question, 
he has in mind a general series of influences, and he does not 
have, in the moment that he answers the question, enumer- 
ated in his mind each one. I had in mind those that have 
their markets widely extended throughout the country, as for 
example, Jones & Laughlin, Cambria, the Lackawanna, and 
the larger ones that, in noting the competing ones, one sees 
marketing their products in different sections of the country. 

Q. Now that your attention is addressed specifically to it 
by me I want you to state whether or not you considered those 
in answering that question? 

A. I did consider those. 

Q. Did you consider any others? If so, just state what 
the others were. 

Mr. Lindabury : I object to that question ; the witness has 
already answered that he cannot! say that at the instant of 
answering he passed in review the names of the different 
concerns. 

Mr. Dickinson : Yes, I understood him that way. 

Mr. Lindabury : You are asking him again if he did, and 
the names of those that he did, when he has said that he did 
not do it. 

Mr. Dickinson: No, I do not mean that; I mean for him 
now to state those he has in mind in respect to that answer. 
Now, please state all of them, in addition to these. 

Mr. Severance: In addition to what? 

Mr. Lindabury: What now in his mind are of the kind 
that he then referred to; is that it? 

Mr. Dickinson : Tha.t is what it is. 
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Mr. Lindabury: I get it now. He asks for the witness's 
present enumeration. 

Mr. Dickinson: That is it. 

Mr. Severance : I thought that was what he gave. 

Mr. Dickinson : I want to know if that is all, and if not to 
add any more. 

By Mr. Dickinson: 

Q. That is to say, I want you to set out now all those con- 
templated within the proposition as to whether or not the 
Steel Corporation has the power to put its competitors out 
of business; if there are any additional ones, please give 
them. 

A. The question, I think, is fairly answered in this way, 
that in noting definitely the competing power of various es- 
tablishments I have found that in Seattle, San Francisco and 
Los Angeles, in the region east, and in Chicago and in the 
South, there have been various competing companies named 
in various lines of steel products, sometimes two or three have 
been named, sometimes different ones have been named. In 
making a general conclusion of this kind naturally I did not 
have in mind each separate one at each separate moment, but 
it is certain that in all sections of the country these various 
competing companies have been shown to have, and have 
effective competitive power. I was trying to recall at the 
moment a specific illustration, where, for example in West 
Virginia, in connection with the canning industry, there was 
an important competing establishment mentioned. I cannot 
at the moment recall the name of that establishment; so it 
seems to me that the answer to the question should be of this 
kind: 

I recall in a number of cases that all those I have men- 
tioned, and presumably some others have been mentioned, 
but for me to state that in answer to a general question I 
had in mind each specific one that had been mentioned, I 
could not do that. I have enumerated a number. I have no 
doubt, in fact I know, that there were a number of others in 
specific cases that do not at the moment occur to me, that 
were united in giving me this general impression. 
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Q. And those are all you can now name? 

A. I presume if I were to think five or ten minutes longer 
I could perhaps dig up the names of some others. 

Q. If you think it would do any good to wait maybe it will 
occur to you a little later. 

A. The whole point of the matter is this, of course, that 
in answering a general question of that kind, in speaking 
of the competing power, I would note a specific instance ; for 
example, where the Cambria Steel Company had especially 
competed, and in another instance some other one, and in 
another case some other one, and had taken the market, but 
for me to attempt to dig up all of them offhand in this way 
I could not do it, nor any other man. 

Q. Do you know the capitalization of the Lackawanna? 

A. I have not in mind the capitalization of the different 
companies. 

Q. Or any of them? I was going to ask you about all. 

A. I do not believe I could even give you the capitaliza- 
tion of the United States Steel Corporation. 

Q. Could you give it approximately? 

A. I have not looked over for years, as I recall, the defi- 
nite capitalization of any number of these companies. 

Q. Do you know approximately the output of these 
various companies in the various kinds of steel products? 

A. In some instances I have it pretty definitely in mind 
and in others not. For example — well, I think that covers it. 

Q. Take Lukens, what do they make; can you answer 

that? 

A. I think I could give some answer to that after a mo- 
ment, yes; although, I will also say with reference to that 
question, that the consideration of Lukens has been rather 
this, that I have seen the Lukens Company mentioned sev- 
eral times as a competing company that ,was making sales 
definitely in competition with the Steel Corporation, — and 
as far as I can see it does not affect the question or the an- 
swer to the general question whether I can remember that 

or not I was trying to recall the circumstances, and I should 

sav now that the thought I have in my mind is this, that at 
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any rate two or three of the rather prominent products are 
sheets and bars, and I think shapes, at any rate. 

Q. What do you mean by shapes? 

A. What are sometimes called structural material, al- 
though, as I say, I am not certain with reference to all their 
products. 

Q. Do you know whether they make tin plate bars? 

A. I do not know definitely. 

Q. Do you know whether they construct bridges and large 
buildings? 

A. I will not be positive, although I think so. 

Q. You stated a moment ago something as to the source 
of your information, reading something about Lukens; did 
you mean reading the evidence in this case? 

A. It was largely reading the evidence in this case, as re- 
gards Lukens. 

Q. And as regards some of the others too? 

A. Oh, yes. 

Q. And your knowledge, upon which you based your state- 
ment, is largely derived from that source? 

A. So far as the specific competing power of these 
various organizations is concerned my judgment is based 
largely upon these two or three factors; the special investi- 
gations that have been conducted under my general direc- 
tion and supervision, or at my request, as to the proportion 
of the output of the Steel Corporation as compared with the 
other competing establishments in the country, the investi- 
gation made under my direction in connection with prices, 
and upon the testimony. 

Q. In this case? 

A. The testimony in this case, yes. 

Q. Have you read all of the testimony in this case? 

A. I have not read all of the testimony. 

Q. But part of your conclusion is based upon reading 
some of the testimony in this case? 

A. It is. 

Q. Do you know whether or not Lukens sells west of Chi- 
cago? 



JEREMIAH W. JENKS. 11957 

A. My impression is, it is a pretty definite impression, 
that Ltikens sells in California at times. 

Q. Did you get that from the proof in this case? 

A. That is my memory of it. 

Q. You mean that is your memory of what? 

A. Of certain testimony. 

Q. In this case? 

A. Yes. 

Q. Do you know whether they sell in the Chicago district? 

A. I should expect they do, but I do not know definitely, 
no. 

Q. Do you know, independently of the testimony in this 
case, whether they have a market which is practically gen- 
eral throughout the country for their various products? 

A. Independent of the testimony, no. 

Q. Now, take the Lackawanna; does the Lackawanna sell 
in the Chicago district? 

A. The Lackawanna is, according to my memory, the 
largest outside producer of steel rails in the country, out- 
side of the Steel Corporation, I mean, and the customers of 
any such producer are of course the railroads. I do not 
know about specific sales, but I should expect that the Lacka- 
wanna might, at times, at any rate, sell in the Chicago mar- 
ket. 

Q. You do not know that? 

A. I do not know that. 

Q. Do you know anything about the market of the Lacka- 
wanna independent of information you got from reading the 
testimony in this case ? 

A. I do not. 

Q. Do you know the market of Jones & Laughlin inde- 
pendent of the information you get from reading the testi- 
mony in this case? 

A. I recall definitely that twelve years ago Jones & 
Laughlin were spoken of as, possibly, at that time at any 
rate, the most influential and powerful rival of the com- 
panies organized at that time ; that was about the time of the 
organization of the Steel Corporation; and I have noticed 
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from time to time ever since that they are active; and I had 
the pleasure, if I am not definitely mistaken, of examining 
Mr. Willis L. King, which confirmed the impression that it 
was a vigorous, active competitor, and from the evidence in 
this case I know that they compete as far west as San Fran- 
cisco and Seattle and are general competitors throughout the 
country. 

Q. Do you know whether or not they sell in the Chicago 
district? 

A. I do not know specifically. I know this, that they 
sell — ^well, I should expect that they did, but I do not recall 
at the moment of a specific sale that they made there. 

Q. Do you know whether they sell in the Birmingham dis- 
trict? 

A. The answer would be the same as before, I do not re- 
call at the moment a specific sale of theirs in the Birming- 
ham district. 

Q. Do you know to what extent they sell in foreign com- 
merce ? 

A. How do you mean, to what extent? 

Q. Whether they export at all ; do you know ? 

A. They export somewhat. 

Q. What in 1913 did they export? 

A. I don't know definitely, .but I should say— this is be- 
cause I do not know of specific sales — I should say pre- 
sumably beams and various wire products. 

Q. You say "presumably." You do not know whether 
they actually sold any in 1913 abroad? 

A. I do not know any specific sales. It would be absurd 
to say that I did. 

Q. Do you know that they made any sales in 1913 abroad? 

A. I simply know their general reputation as being one 
of the companies that has entered somewhat into the foreign 
trade. That is all I know about it. 

Q. Do you know whether they build bridges? 

A. Whether they take contracts to build bridges them- 
selves ? 

Q. Yes. 

A. I don't know. 
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Q. Do you know whether they take contracts to build 
buildings in which structural steel is used? 

A. I do not know that definitely. I should suppose so, 
from the fact that they are large producers— — 

Q. I am not asking for what you suppose, but what you 
know. 

A. I do not know. 

Q. Do you know that they have markets that are prac- 
tically general throughout the country for their various pro- 
ducts? 

A. I know that on the evidence in this case. 

Q. Outside of that you do not know? 

A. Further than as I had said before, that for a dozen 
years I have known of them as one of the largest and most 
rapidly growing and most powerful of the competitors of the 
Steel Corporation. 

Q. That is very general — not specific? 

A. It is very general; not specific. 

Q. Do you know what the output of Jones & Laughlin, 
in steel ingots or any branch of the steel industry, was last 
year? 

A. In tons? 

Q. Yes. 

A. I do not. I do not know the output of any concern ab- 
solutely definitely in tons. Let me add further: I do know 
that at my suggestion, in part, that has been compiled and 
it is where I can turn to it and give you those figures if you 

want them. 

Q. Do you know what the Cambria made last year in the 

way of steel products? 

A. It is one of the largest producers of rails and a pro- 
ducer of beams and of sheets. I could not speak further. 

Q. You do not know whether they make tin plate bars or 

not? 

A. I should suppose they did, by inference. 

Q. How about tubes and pipe? 

A. I can not speak positively. 

Q. How about wire products? 

A. I can not speak positively as to that. 
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Q. How about contracting to build bridges and buildings 
in which steel is used? 

A. I have no definite information, nor have I in mind the 
companies that themselves specifically contract to build 
buildings or bridges. 

Q. Do you know whether the Cambria Company fabri- 
cates structural steel or not? 

A. I was going to say the details with reference to their 
products I do not know. 

Q. Do you know whether they sell in the Chicago market 
at all? 

A. My answer to that would be the same as with ref- 
erence to a number of the other companies : I do not know 
specifically with reference to their special sales in the Chi- 
Ccigo market. I know that I have seen the Cambria Company 
mentioned as large sellers in various sections of the coun- 
try, including the Pacific Coast. 

Q. Mentioned where? In this evidence? 

A. In this evidence. 

Q. Such parts of it as you have read? 

A. Such parts of it as I have read. 

Q. Do you know, independently of that, whether or not 
the Cambria has markets that are practically general 
throughout the country for its various products? 

A. Independently of the testimony? 

Q. Yes. 

A. No. 

Q. As to all of these companies that you have named, do 
you know, independently of this testimony, what they 
variously produce and where their markets are — say as to 
each of them? 

A. I can say this : that as regards what they produce and 
the extent of their production, it was in part at my sugges- 
tion that there were compiled those facts that have been put 
in evidence. I have myself looked over that material, a good 
deal of it, with much care, so that as to the general conclu- 
sion that I had reached, I believe that I have ample ground 
for basing that judgment on the material that was compiled 
in part, at any rate, at my suggestion, and that has been 
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offered in evidence. As regards the specific question as to 
just where their markets are, that is based upon the evi- 
dence that I myself have read that has been produced in this 
case. 

Q. You have spoken several times of material that has 
been compiled upon which you base some of your conclu- 
sions. That was compiled by other people ? 

A. That was compiled by other people ; not by myself. 

Q. Not by yourself at all, and you just took the results 
there and base your conclusions partly on that? 

A. Yes. Take, for example, this special evidence offered, 
compiled by Mr. Smith under my immediate direction, that 
was; the other, largely at my suggestion, but no material 
has been specifically compiled by myself, naturally. 

Q. I understand that some of this material — Mr. Smith's 
material — ^has been produced here in evidence? 

A. Yes. 

Q. But some of this material , 

A. (Interposing) All of the material on which I am bas- 
ing my judgment has been produced in evidence. 

Q. You are referring, now, to the testimony? 

A. I am referring, as I say, to the evidence produced in 
this case in the form of tables of one kind and another. 

Q. And you have gone over that evidence? 

A. I have gone over parts of that evidence — enough to 
base these conclusions that I have given upon it. 

Q. And you, yourself, have passed upon the value of it 
and the credibility of it, and you have deduced your conclu- 
sions in that way? 

A. As to the credibility of it, that has been already 
proved otherwise in this case. I have based my conclusions 
upon it on the assumption that it is accurate within the limits 

claimed for it. 

Q. Do you know whether the Colorado Fuel & Iron Com- 
pany sells east of the Mississippi any of its products? 

A. I have not known of its selling east of the Mississippi 
river.' I should suppose that its main market was west of the 
Mississippi river. 
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Q. Do you know whether the Youngstown Company, to 
which you referred, sells west of the Missouri river? 

A. I do not recall any specific case of its selling west of 
the Missouri river. 

Mb. Lindabury : You might ask if he has read the testi- 
mony of Mr. Manning. 

Mr. Dickinson : I am not asking about testimony. I was 
a little surprised to find that he had read any of it. 

Me. Lindabuby: Were you? He is of an investigating 
turn of mind. 

By Mb. Dickinson : 

Q. What are the steel products of the Maryland Com- 
pany? 

A. I have been particularly interested in noting its pro- 
duction of steel rails. 

Q. Do you know whether they produce anything else? 

A. They doubtless have more or less in the way of other 
products. My impression is that they produce largely steel 
rails and similar heavy products. 

Q. Do you know whether they sell in the Chicago district 
or Birmingham district? : 

A. The same answer, that I gave to the other questions 
would apply in this instance. I know of no specific sales. 

Q. You said "rails and similar heavy products." What 
do you mean by "similar heavy products"? 

A. The heavier products that are usually put together 
along those lines are beams and plates. I do not know spe- 
cifically about this. 

Q. Do you know that they make either one of those? 

A. Only, as I say, I know that they do make rails, and I 
presume they make some of the others. That I do not re- 
call definitely at the moment. 

Q. That is just an assumption? 

A. It is a little bit more than an assumption, because, as 
I said before, I have gone pretty carefully through these re- 
ports that were made up along these lines ; but I do not re- 
call, at the moment, definitely just what they have produced 
in that way. 



JEREMIAH W. JENKS. 11963 

Q. Will you just name which of these various concerns 
you have mentioned— the Lackawanna, Jones & Laughlin, 
Cambria, Bethlehem, Maryland, Colorado Fuel & Iron, 
Youngstown, Inland, Eepublic, La Belle and Lukens— 1 
have asked already as to one or two — make wire products? 

A. My memory, offhand, is that I should name Jones & 
Laughlin, Youngstown, Republic, La Belle, Lukens and the 
Colorado Fuel & Iron Company. 

(Whereupon a recess was taken until two o'clock p. m.) 



AFTER RECESS. 

JEREMIAH W. JENKS, 

the witness under examination at the taking of the recess, 
resumed the stand for further examination. 

CROSS EXAMINATION (Continued) 

By Me. Dickinson : 

Q. You prepared this work in regard to which you have 
testified in the employment of the Steel Corporation under 
compensation ? 

A. No, I did not. 

Q. Do you mean to say that you appear in the case with- 
out any compensation and did this work without any com- 
pensation? 

A. Without any compensation. I should like to explain, 

Judge. 

Q. Very well. 

A. I have been in the employ of the Government a num- 
ber of times investigating this question and making other 
public investigations. I have appeared before Government 
bodies in advocating legislation along this and other lines at 
different times ; and, as an economist, I have felt that of more 
importance than anything else that I be able to make an inde- 
pendent judgment and to express an unbiased judgment. 
When, therefore, I was asked by the counsel in this case if 
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I would assist in preparing certain economic evidence, and 
also by taking the witness stand if it seemed desirable, after 
rather mature reflection I said that I would under these con- 
ditions and only under these conditions: 

The first, that no information of any nature should be 
withheld from me that I asked for. I wished to be certain 
that I could get anything I wanted. 

In the second place, that they should furnish me all of 
the assistance that I asked for, in order that I might be sure 
that I should not be hampered in getting any information 
that I wanted; and third, that I should receive personally 
no compensation, and I have received none. It has been 
rather an expense to me than otherwise. 

Q. No expenses have been paid? 

A. Expenses of assistants, as I said, have been paid, and, 
in order that I might get a rather more definite idea as to 
what was meant by the various steel products, my expenses 
were paid on one trip to Pittsburgh, but nothing more. I 
have received personally no compensation, and, as I say, I 
think that I am several hundred dollars out from the time 
that I might have put in on other matters. 

I should add, further than that, that in preparing the 
special matter on prices, and in other work of the kind that 
I expected to give an opinion on definitely, I selected my own 
assistant without any suggestion from the Steel Corpora- 
tion, and he has worked under my definite direction. 

Mr. Lindabuky : That means Mr. Smith? 
The Witness: That means Mr. Smith. 

By Mr. Dickinson: 

Q. Do you mean to say that none of his expenses have 
been paid, no compensation paid to him? 

A. Mr. Smith himself testified that he had some compen- 
sation paid, and expenses. 

Mr. Dickinson: We except to the opinion given by the 
witness as to the power of the Steel Corporation to put its 
competitors out of business. 

First, on the ground that it is shown that the witness is 
not qualified to express an opinion on that subject. 
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Second, because the opinion expressed by the witness is 
based on secondary evidence. , 

Third, because the opinion is based partly upon evidence 
taken in this suit and read by him. 

Fourth, because the opinion is based partly upon reading 
only a part of the evidence taken in this suit, and, again. 

Because his opinion is based upon evidence taken in this 
suit and read by him, the character and probative value of 
which he himself has passed upon in reaching his conclusion, 
thereby usurping the functions of the Court. 

EEDIRECT EXAMINATION 

By Mb. Eebd: 

Q. Professor Jenks, you stated that you had read some 
but not all of the evidence in this case. Has that been be- 
cause all of! the evidence was not open to you and offered 
to you, or because of some other reason? 

A. The evidence as it has been taken and published has 
all been submitted to me, generally sent to my house, so that 
I had every opportunity for reading it all that I wished. The 
reason why I did not read more was because I have many, 
many other things to do, and did not have the time. 

Q. In your cross examination you were asked as to 
whether there was or ever had been in any other industry 
any concern which had so large a proportion of that industry 
as the Steel Corporation had in the steel industry between 
its organization and October 26, 1911, and you replied that 
there were other such concerns in other industries ; but you 
were not asked, and you did not give, the names of any such 
concerns nor the character of the industries. If you have 
any in your mind I wish that you would name them to us. 

A. I recall that the Standard Oil Company, at the time of 
the investigation by the Industrial Commission, itself 
acknowledged that its output formed more than 83 per cent, 
of the entire output of the country; its competitors claimed 
that it had 90 to 95 per cent. 

In 1898 the American Tobacco Company had over 85 per 
cent, of the output of cigarettes. 

Tbe International Harvester Company has had, at any 
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rate, over 80 and in the neighborhood of 85 per cent, of the 
output of harvesting machines. 

The American Sugar Eefiniag Company at one time, at 
any rate, at the time of the investigation that I speak of, had 
90 per cent, and over of the output of refined sugar. 

The whiskey combination had at various times a varying 
output, but never, as it appeared, from its first definite or- 
ganization down to the time of the iuvestigation, less than 
80 per cent. 

The so-called bath tub trust had, it was shown, 78 per 
cent, of the output. ' 

I presume there may be others ; those are the ones that I 
had in mind, a number of them. 

Q. Have the views that you expressed in this Massa- 
chusetts Eeport on the Cost of Living, published in May, 
1910, I believe, with respect to the power of the Steel Cor- 
poration and its control over price movements, undergone 
any change since that report was written? 

A. My opinions have undergone quite a material change. 

Q. What has led to that change? 

A. Further study of the question. I should like to de- 
velop that a little. 

I have already testified that whUe, in my judgment, the 
general economic principles and economic tendencies are sub- 
stantially fixed and certain, the premises upon which a judg- 
ment of such principles is reached are very complex and 
variable, and that differences of judgment with reference to 
those principles must vary with these premises, the facts un- 
derlying the judgment. 

I have now been making a rather special study of the steel 
industry for about a year and a half. I have noted a number 
of changes, so far as my information went, between the con- 
ditions existing now, within the last few years, since the Steel 
Corporation was organized, and those to which I had access 
earlier. 

In the first place I learned, when the figures for which I 
had asked with reference to the output of the Steel Corpora- 
tion were placed before me, that the percentage of the out- 
put had declined from something over 65 per cent, to rather 
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less than 54 per cent., although these figures included also 
the output of steel sent abroad, which, if it had been ex- 
cluded, would of course have made the proportion of decline 
for the domestic market still more noticeable. I had known 
that, during this period, the Steel Corporation had purchased 
the Tennessee Coal, Iron & Railroad Company; that it had 
invested large sums of money to build up the plant at Gary, 
Indiana; that it had built up a new plant at Lorain, and, 
taking these facts together, I had supposed that it had in- 
creased, rather than lessened, its proportion of the entire 
output. I had known, of course, that it had a number of com- 
petitors, strong and growing competitors, but with these 
facts that I had given, I was surprised to learn that its pro- 
portion of the entire output had lessened. 

Agaiuj when I had completed, in fact even before I had 
completed this study of prices, and had noted that the prices 
had not only not increased materially, as for that matter 
had been shown in 1910 — I am speaking of the general mar- 
ket prices as taken from the Iron Age — but that the purchas- 
ing power of those products had decreased very materially 
indeed, that led me again to the conclusion that any estab- 
lishment that had control of the market would not have per- 
mitted so decided a loss along those lines, so that again had 
led me to the conclusion that it could not have such a control 
as that. 

Moreover, I had learned that the competition of the other 
steel companies in various lines of output and in all sections 
of the country had been active and continuous, and that not 
merely had they been able to keep up their own proportion 
of the sales, but that in practically every section of the coun- 
try taken as a whole they had increased their proportion of 
the sales, and that had been another reason for changing my 
opinion; and also, this same series of testimony had shown 
definitely and positively that the figures given in the Iron 
Age, on which I had based my judgments, were much farther 
removed from the actual market prices, as shown by real 
sales, than I had earlier anticipated. As you will perhaps 
recall, I had not before found that they were absolutely ac- 
curate in all particulars, but I had no idea that they had 



11968 JEKEMIAH W. JENKS. 

varied so miich and that competition was so free as has ac- 
tually been shown. It had seemed to me, as an economist's 
judgment must be based upon the facts that he finds, that the 
facts were so different from the facts that had appeared in 
the earlier investigations that there was no other conclusion 
for a logical thinker to reach excepting a conclusion materi- 
ally different from that which had been expressed earlier. 

Mb. Reed : I think that is all, Judge. 

EECEOSS EXAMINATION 

By Mb. Dickinson: 

Q. You mentioned the Standard Oil Company, the Ameri- 
can Tobacco Company, the American Sugar Eefining Com- 
pany, the International Harvester Company, the ^^Tiiskey 
Company and the Bath Tub Company as having a greater 
percentage than the Steel Corporation at some particular 
time or times in its line of business. 

A. Of the output, yes. 

Q. How many of those do you know to have been dissolved 
after being declared illegal trusts and combinations in re- 
straint of trade? 

Mb. Lindabtjby: I object to that as not cross examination; 
the witness named those who were asked about on cross- 
examination, and this question is simply to complete the 
question which counsel examining started but did not com- 
plete ; and besides, whether they have been dissolved or not 
must be shown by the record. If they have been dissolved by 
a judicial decree there must be a record of it. 

Mr. Dickinson: Will you answer, please? 

The Witness: The Standard Oil Company has been dis- 
solved ; the American Tobacco Company has been dissolved. 
The so-called Bath Tub Trust has been declared illegal; I 
do not recall the decision in respect to that matter. The 
others, I think, so far as I know, have not been so declared, 
as I recall the ones that I mentioned. 

By Me. Dickinson: 

Q. Now, you said you had been making a special study of 



JEREMIAH W. JENKS, 11969 

the steel industry for a year and a half. That study has heen 
made mainly upon the proof taken in this case, has it not? 

A. I should say mainly not. By far the largest part of 
the investigation has been made from original material that 
has been prepared either at my suggestion or under my im- 
mediate direction. I am referring now, of course, primarily 
to this material that was presented by Mr. Smith, and to the 
material with reference to the percentage of output. That, 
to be sure, has now been presented, but my judgment on the 
matter was made from this original material prepared at my 
suggestion or under my direction before it was presented in 
this case. 

Q. I understand, but your opinion then was based upon 
that material prepared under your direction and upon the 
evidence in this case which you have read? 

A. Yes. 

Q. The figures that you relied on in regard to percentage 
of output, those were the figures that you saw in the evidence 
in this case, were they? 

A. Yes, although I had seen them, as I said, as they were 
prepared at my suggestion or under my own direction, be- 
fore they were presented as evidence in this case. 

Q. You mean the figures showing the percentage of out- 
put? 

A. The figures showing the percentage of output and the 
figures regarding prices. 

Q. What fig-ures did you have showing percentage of out- 
put? Are they in there, in the Smith report? 

A. Showing the percentage of output, no; they are now 
in the evidence as submitted by Mr. Filbert, and they are in 
evidence here, these tables. 

Me. Ebbd: In Volume III? 
The Witness: In Volume III. 

By Mb. Dickinson: 

Q. Then it is those figures that have appeared in the evi- 
dence in this case upon which you got your information in 
regard to output? 

A. Yes. 
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Me. Lindabuey : That does not rightly represent it, Judge. 
Me. Dickinson: Well, I want to get at it. 
Me. Lindabuey : He said the table was afterwards put in 
evidence. 

Me. Dickinson: I understand that. 

By Me. Dickinson: 

Q. Did you prepare that table, Professor? 

A. I had earlier said that I did not myself prepare that 
table. 

Q. That is what I understood. Then your information, 
so far as the output and the figures are concerned, is based 
upon those tables which have been put in evidence in this 
case, which you did not prepare? 

A. I did not personally prepare those tables. 

Q. And your opinion is based on them? 

A. The opinion is based on those figures. 

Q. Do you know how much the Steel Corporation invested 
at Gary? 

A. I do not know exactly how much it invested at Gary. 
It invested large sums there. 

Q. Did you know what percentage, at the time it was taken 
over by the Steel Corporation, the Tennessee Coal, Iron & 
Railroad Company was making, of steel, in this country? 

A. I did not. 

Q. Do you know what the Steel Corporation expended at 
Lorain? 

A. I know that it expended very large sums there ; some- 
thing in the neighborhood of $19,000,000 or so. 

Q. You say that you had thought that the percentage of 
output was larger, and that after you ascertained the facts 
that you did, you came to the conclusion that any establish- 
ment that had a control would not have permitted such losses 
to occur along those lines; that is, a decrease in output? 
Was that what you referred to in the expression "losses"? 

A. I think you are mistaken, Judge, with reference to my 
statements along those lines. 

Q. I may be. I took a note of it, and it is barely possible 
—in fact, it may be probable— that I am mistaken. 
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A. The statement that I had made, I think, was that I 
was surprised to learn that the percentage of output of the 
Steel Corporation was decreasing. 

Q. Yes. 

A. And when I spoke of the fact that I had reached a con- 
clusion that, if the Corporation were in control of the market, 
it would, have proceeded differently, I was referring to the 
lowering of prices. 

Q. You said that you were led to some conclusions in re- 
gard to an establishment having control and not permitting 
certain losses; what losses were you referring to and what 
control were you referring to, and on what was your conclu- 
sion based! Maybe that will develop it. 

A. I think I can substantially repeat what I said before, 
Judge: that I had noted that the prices of steel, in terms of 
money, had decreased slightly, and in terms of purchasing 
power, which, in my jud,gment, is a more accurate measure- 
ment, had decreased very materially; and that was the reason 
why I had felt justified in the conclusion that the Steel Cor- 
poration could not have control of the market. I had in mind, 
of course, no single individual month, and no single indi- 
vidual year, but the course of prices and the course of the pur- 
chasing power. 

Q. Your conclusion was, then, that if they did actually 
have control of the market, they would have controlled it, 
and those results would not have come about? 

A. I had in mind that if the Corporation had control of 
the market, it presumably would not permit itself to lose so 
materially in the purchasing power of its product. 

Q. And the fact of losing in purchasing power was the 
one upon which you based that conclusion that they did not 
have the power to control the market? 

A. Considering the question over a considerable period 
of time, and taking it in connection also with the percentage 
of the output and with the other factors that I had in mind. 

Q. Well, that is, your conclusion was that it did not have 
the power, because if it had, the exercise would have been 
such that those market conditions would not have existed? 

A. That was one factor that led to that conclusion. 
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Q. You said that you had learned that their competitors 
in various lines and in all sections of the country had heen 
active and continuous in their competition. You got that in- 
formation from the proof in this case? 

A. I got that from the evidence in this case. 

Q. You said that the testimony had shown that the figures 
in the Iron Age were further removed from the market con- 
ditions than you had anticipated. What testimony do you 
mean? 

A. I had in mind 

Q. (Interposing) I do not mean to particularize it, but 
generally? 

A. I understand. I had in mind the testimony given by 
numerous witnesses that they had made sales or made pur- 
chases, sometimes one, sometimes the other, at rates different 
from those mentioned in the Iron Age, and it was from that 
testimony, given repeatedly, that I reached the conclusion 
that the figures given in the Iron Age did not represent so 
accurately as I had previously supposed the actual market 
prices. 

Q. You mean the testimony given in this case? 

A. The testimony given in this case, yes. 

Mb. Eeed: We offer in evidence from the volume en- 
titled "Report of the Massachusetts Commission on the Cost 
of Living, 1910," the whole of the articles portions of which 
have already been read to the witness Professor Jenks on 
cross examination, the articles which we now offer being as 
follows : 

First, beginning on page 389 with the caption "E. The 
Trusts," down to the end of the first complete paragraph on 
page 391, which concludes with the words "securing high 
prices." 

Second, the article entitled "4. Iron and Steel," on page 
410, down to and including the first paragraph on page 423, 
which ends with the words "but rather the reverse," being 
the whole of the articles on iron and steel and tin plate. 

Mr. Dickinson : Excepted to as incompetent and hearsay. 

(The extracts referred to were thereupon marked "De- 
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fendants' Exhibits (Jenks) Nos. 227 and 228, February 17, 
1914," and will be found in the volume of Defendants' Ex- 
hibits.) 



WILLIAM G. GRAY, 

a witness previously sworn on behalf of the United States, 
was recalled on behalf of the defendants, and testified further 
as follows: 

DIRECT EXAMINATION 

By Mr. Severance: 

Q. Mr. Gray, you have heretofore testified in this case, 
and have stated your connection with the American Iron and 
Steel Association, have you not? 

A. Yes, sir. 

Q. Are you still the custodian of the records of that asso- 
ciation? 

A. I am the statistician of the American Iron and Steel 
Institute, which has succeeded the American Iron and Steel 
Association. 

Q. And are those records in the same office in Philadelphia 
where they have always been on file? 

A. Exactly the same. 

Q. Since the American Iron and Steel Institute took over 
the work of the American Iron and Steel Association has 
there been any change in the method of securing statistics ? 

A. Exactly the same. It may have been broadened out 
a little bit, but the same lines are followed. 

Q. Inquiries have been sent out by you as they were previ- 
ously? 

A. Yes. 

Q. And data returned by the various steel makers of the 
country? 

A. Yes. 

Q. I call your attention to Defendants ' Exhibit No. 48, in- 
troduced in connection with the testimony of the witness Mr. 
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Farrell on May 5, 1913, and which is printed upon two sheets 
at page 209 of Volume II, Defendants' Exhibits. Have you 
examined that exhibit, Mr. Gray? 

A. Yes, sir. 

Q. Have you checked it item by item with the statistics on 
file in your office? 

A. Yes, sir. 

Q. I will ask you whether you found that exhibit to be 
coiTect in all its details, and if not, what errors did you find 
upon it? 

A. I found some few slight changes that do not amount 
to very much. Shall I enumerate them? 

Q. Yes. But before you enumerate them, let me ask you : 
Aside from the changes which you are about to give, or the 
errors which you are about to enumerate, did you find the 
items, the names of the companies, the location and the capac- 
ity shown upon Exhibit 48 to be correct? 

A. Yes, sir. 

Q. Now you may proceed to give the corrections. 

A. The first correction I found was in the reference to the 
Buffalo Steel Company. The figures given were 30,000 tons 
in the exhibit. 

Q. That is, the annual capacity? 

A. The annual capacity, yes. That should be 40,000 tons. 
You will find that reference to the capacity on pa^e 137 of 
the 1910 supplement to the Directory. 

Q. The 1910 supplement to what directory? 

A. To the Directory of the American Iron and Steel Asso- 
ciation for 1908. 

Q. What is the next correction you have to make? 

A. The next one was in the description of the F. W. 
Wurster & Company plant in Brooklyn. The statement calls 
for 15,000 tons, and it should be 15,600 tons. 

Q. That is, of iron bars? 

A. Of iron bars, yes. They do not roll steel. 

Q. Where did you get the amount of 15,600 you have just 
given for the Wurster Company? 

A. That is found on page 137 of the supplement of 1910. 



WILLIAM G. GRAY. 11975 

Me. Colton: What date is that supplement? We might 
as well have the title of the book. 

The Witness: It has heen offered in evidence. 

Mr. Colton : No ; it has never been offered in evidence. 

The Witness : It is corrected to March, 1910. 

By Mr. Severance: 

Q. Is that a regular supplement of the American Iron and 
Steel Association? 

A. Yes, sir. 

Q. Similar to the ones that have been heretofore offered 
in evidence? 

A. Yes; and we have another supplement of 1912, and I 
think that is in evidence ; I don 't know. 

Q. This is a regular publication? 

A. Yes. 

Q. Made up in the same way you have testified the other 
publications of the Iron and Steel Association were made 
up? 

A. Yes, sir. 

Q. Now, go ahead. 

A. The next one is the Carpenter Steel Company. The 
figures given in your statement are 10,000 tons. The correct 
figures, as reported to us, are 10,700 tons. 

The next is the Franklin Steel Company. The figures 
given in the statement are 25,000 tons. The figures as re- 
ported to us are 35,000 tons, steel. 

The next is the Schuylkill Haven Iron & Steel Company. 
The figures given in the statement are 12,000 tons of iron. 
In our supplement the iron was not separated from steel. 
The total capacity, 12,000 tons, is given in the 1908 Directory, 
pages 270-271. I have inserted 5,000 tons of steel and 7,000 
tons of iron. 

Q. Where did you get the authority for that? 

A. The latter figures are used because of the report made 
to us ; that is, we took their productive figures and based the 
capacity on their report of production. In other words, the 
capacity or the production, shows that they turned out about 
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that proportionate tonnage of iron and steel, and not all iron 
as reported here. 

Q. But the aggregate tonnage is the same, 12,000 tons; 
there is no change in the capacity! 

A. No. 

Q. What is the next? 

A. The next is the Susquehanna Iron Company; that 
should be 23,000 tons. They have two plants. 

Q. That should be 23,000 instead of 25,000 as appears on 
Exhibit 48? 

A. Yes. 

Q. What is your authority for that? 

A. The corrected figures received from the company. 
They have two plants. The East End Mill they report to us 
has a capacity of 8,000 tons, and the Union Street Mill they 
report as having a capacity of 15,000 tons, making 23,000 
tons. 

Q. You have those original reports with you for the in- 
spection of counsel if they desire to see them? 

A. Right here, yes. 

Me. Colton: In reference to that particular one? You 
have not all the original reports, have you? 

The Witness : There are your figures. 

Mr. Colton: You were asking about this particular one? 

Mb. Severance : Yes. 

The Witness : I have all the originals as a rule with me, 
where there is any doubt, or any change, yes. 

By Mr. Severance: 

Q. What is the next? 

A. The next is the United States Horseshoe Company at 
Erie. That is a typographical error. You have it here in 
your exhibit "United Horse Shoe Company"; it should be 
United States Horse Shoe Company ; it is merely a change in 
the title. 

Q. Merely a change in the name by inserting the word 
"States," with no change as to capacity? 

A. Not at all; it was an omission in the first place. 
Q. What is the next one? 
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A. The next is the Norfolk Iron Company, Tidewater 
Junction, Virginia. There is no capacity shown in either the 
1910 supplement or in the 1912 supplement. 

Q. Nor in the 1908 directory? 

A. It was not built then, but here is the original return 
to us, with the 12,000 tons inserted. 

Q. What does the original return show? 

A. The original return shows 12,000 tons. 

Q. Iron or steel? 

A. Iron. 

Q. To correct this exhibit 48 that should be inserted in 
lieu of the question mark opposite the name of that company 
and under the heading of annual capacity, should it? 

A. Yes, that is right. 

Q. And you herewith produce the original return pro- 
cured in the ordinary way from this company? 

A. Yes. 

Q. For the inspection of counsel? 

A. Yes. 

Q. What is the next one? 

A. The next one is on the next page, Brown-Bonnell 
Works of the Eepublic Iron & Steel Company. The figures 
shown on the statement were taken from the 1908 directory. 
The supplement for 1910, page 146, shows 325,000 tons as the 
total capacity. 

Q. The original item on the sheet was 200,000 tons of 
steel and 25,000 tons of iron? 

A. Yes. 

Q. How does your supplement show that to be? 

A. Our supplement shows that there were 325,000 tons 
as a total, but they have braced it; but from the returns to 
us we have given them an approximate production of iron 
and an approximate production of steel. 

Q. How have you given it from their returns ? 

A 300,000 tons of steel and 25,000 tons of iron. 

Q. Did you do that from their returns ? 

A. We used their returns as a base, that is their produc- 
tive return. Here is their capacity return, in which they 
brace it. 
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Q. You have both production and capacity? 

A. I did not bring their productive return, but we based 
this estimate on that. It does not change the total at all, 
that is, my total. 

Q. What is the next change? 

A. The next is the Mahoning Valley. The Mahoning 
Valley capacity is given on the statement as amounting to 
70,000 tons of steel bars and 40,000 tons of iron bars. It 
should be 80,000 tons of steel bars. 

Q. And 40,000 of iron? 

A. 40,000 of iron. 

Q. What is your authority for that? 

A. On the same basis, separation of iron from steel as 
given in the statement based on productive report. 

Me. Colton: Is that 80,000 and 40,000 tons? 

The Witness: That should be 80,000 tons of steel and 
40,000 tons of iron. You have it 70,000 there ; make it 80,000 
and it will be all right. 

Mb. Severance : Does that appear in the directory? 

The Witness : It appears in the directory as 120,000 tons. 
It does not change the total capacity. It appears at page 146 
of the supplement for 1910. The next is the Corns Works. 
It appears in the statement as having a capacity of 14,400 
tons. That should be stricken out of the statement. Infor- 
mation which I have here shows that the mills were last in 
operation in 1910 and were dismantled in 1910, were really 
not in existence on December 31st, 1911. 

By Me. Seveeance: 

Q. Had they formerly, according to your directory, in 
1908, been in existence with a capacity of 14,400 tons as 
shown here? 

A. Yes; that is correct. 

Q. Does the 1910 supplement show anything about them? 

A. Yes ; it shows a capacity of 10,000 tons. 

Q. Does the 1912 supplement show that that plant is dis- 
mantled? 

A. No ; this information was received after the 1912 sup- 
plement had been issued. This information was received on 
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the 24th of May, 1912, and the other is corrected as of Janu- 
ary 1st, 1912. 

Q. Then at the time Exhibit 48 bears date there was no- 
thing in the published works of the Iron & Steel Institute 
that showed that that plant had been dismantled, was there? 

A. No. 

Q. But you found from your subsequent returns, the orig- 
inal returns on file in your office, that it has been dismantled, 
and you so state? 

A. Yes. 

Q. What is the next? 

A. The next is the Toledo Works. 

Q. What about them? 

A. They appear here as having a capacity of 18,000 tons 
of steel bars and 18,000 tons of iron bars. Those figures were 
taken from the 1908 directory. In the 1910 supplement the 
Toledo Works are credited with a capacity of 50,000 tons. 
On May 24th, 1912, we learned from the company that those 
works were partly dismantled in 1911 and were fully dis- 
mantled in 1912, and so we have excluded them entirely be- 
cause at the end of 1911 they were an abandoned plant. 

Q. There was nothing in any published directory of yours, 
at least on December 31st, 1911, to show that they had been 
dismantled? 

A. No, sir. 

Q. But it appeared as an existing plant both in the 1908 
directory and the 1910 supplement? 

A. Yes. 

Q. What is the next one? 

A. The next is the Inland Works at East Chicago. 

Q. That appears on this exhibit as having a capacity of 
42,000 tons of steel and 42,000 tons of iron. Do you desire to 
correct that in any way, and if so in what way? 

A. Yes ; the figures given on page 147 of the 1910 supple- 
ment show an annual capacity of 75,000 tons. 

Q. Is that divided as between iron and steel? 

A. It is not divided, but based on the productive report 
which we have ; we have given them 50,000 tons of iron and 
25,000 tons of steel. 
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: Q. Where do these figures of 42,000 tons of iron and 42,000 
tons of steel appear? 

A. They appear in the 1908 edition of the directory. The 
Inland Works are given a capacity of 84,000 tons on page 
95 of the 1908 edition of the directory. 

Q. What is the next correction, if any? 

A. The next is the Sylvan Works at Moline, Illinois. The 
figures -given in the Exhibit are 72,000 tons of steel. That 
should be 75,000 tons. See page, 147 and 148 of the 1910 sup- 
plement, an increase of 3,000 tons. 

Q. What is the next correction, if any? 

A. The next is the Tudor Works at East St. Louis. The 
capacity given in the exhibit is 62,000 tons of iron. It should 
be 75,000 tons. 

Q. What is your authority for that change? 

A. The supplement for 1910, page 148. 

Q. What is the next? 

A. The Texas Eolling Mill Company at Fort Worth. 
They report a capacity of 24,000 tons, and it is all credited to 
steel in the exhibit. Based on the productive report they 
make about one-half iron and one-half steel. There is no 
change in the total capacity. It is merely a division. 

Mr. Colton : May I ask a question here that will save later 
cross examination? 

Mr. Severance: Yes. 

By Mr. Colton: 

Q. When you say based on the productive report you mean 
the ratio of steel and iron? 

A. Yes., 

Q. You do not mean necessarily that that report was 12,- 
000 tons of iron and 12,000 tons of steel, but you simply make 
it on a ratio basis between the two? 

A. Their production reports to us would show about one- 
half iron and one-half steel. 

By Mr. Severance : 

Q. So you have divided that in that way— that item of 
24,000 tons? 
A. Yes. 
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Q. What is the next? 

A. The next is the Central Steel Company, of Ottawa, 
Illinois. This plant was not completed December 31, 1911, 
and therefore its capacity should have been omitted. 

Q. When was it completed? 

A. It was not put in operation until April, 1912. 

Q. Is the capacity as shown here correct as of that date? 

A. Yes, sir; 12,000 tons. 

Q. And 6,000 iron and 6,000 steel? 

A. Yes. 

Q. But it was not in operation until April, 1912 ? 

A. It was not in operation until April, 1912. It first rolled 
in April, 1912. 

Q. Where did that appear? 

A. It appears on page 45 of the supplement for 1912. 

Q. That is, the name of the company and the capacity 
shown on the exhibit? 

A. Yes; and it is stated there: "Works to be completed 
early in 1912." 

Q. What is the next correction, if any? 

A. The next is the Highland Iron & Steel Company, its 
works at Chicago. The exhibit calls for 45,000 tons of iron, 
and it should be 40,000 tons. 

Q. What is your authority for that change? 

A. That is pages 47 and 48 of the 1912 supplement. In 
that it is called the West Pullman Works, in the 1912 supple- 
ment. 

Q. Is that the same thing as the Highland? 

A. The same thing; the West Pullman Works of the High- 
land Iron & Steel Company, yes. 

Q. Do you know where that figure of 45,000 tons came 
from? 

A. It is a typographical error, I think. I can not account 
for it in any other way. 

Q. What is the next correction? 

A. The next is the Joliet Eolling Mill Company. The 
exhibit calls for a capacity of 30,000 tons and it should be 
60,000 tons. 
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Me. Colton: Of iron? ^ 

The Witness: Of iron, yes. 

By Me. Seveeancb: 

Q. What is your authority for that change? 

A. Page 47 of the 1912 supplement. 

Q. Where did that figure of 30,000 tons come from, if you 
know? 

A. From the 1910 supplement. They had evidently in- 
creased their rolling capacity between the two years. 

Q. You say your 1912 supplement shows 60,000 tons. 
Does it show 60,000 tons as of December 31, 1911? 

A. Well, this is corrected to January 1, 1912, and that 
would necessarily be December 31, 1911. 

Q. I see. What is the next correction, if any? 

A. The next is the Western Rolling Mills Company at 
Denver, Colorado. These works were abandoned at the close 
of 1911, and were practically dismantled in 1912. 

Q. You have stricken that out? 

A. I have stricken that out. It had a capacity of 20,000 
tons of iron bars. Here is the authority. 

Q. In what Directory had that appeared before ? 

A. It did not appear in any Directory. 

Q. What? The company did not? 

A. Oh ! The company, yes ; the company was described in 
the 1908 Directory, in the 1910 supplement. 

Q. With the capacity stated there? 

A. With the capacity stated there. 

Q. Aside from the corrections you have made, is this Ex- 
hibit 48 correct as shown by your records and published Di- 
rectories and supplements? 

A. Not entirely. There are some few additional names. 

Q. But I mean so far as it gaes? 

A. Yes, sir ; so far as it goes it is correct. 

Q. Each item is correct with the exceptions you have 
stated? 

A. Each item is correct, with the exceptions stated. We 
have checked them all over. 

Q. With the same class of records that you have used in 
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preparing exhibits for the Government and for the defense 
in this case? 

A. Yes, sir. 

Q. Have you totaled up the annual capacity of these vari- 
ous plants with the corrections you have made? 

A. Yes. 

Q. What are the totals shown? 

A. The totals shown for steel bars are 3,455,000. 

Q. Instead of 3,369,300 as shown on the original exhibit? 

A. Yes ; and the new total for iron is 2,640,850, instead of 
2,635,650 as shown on the original statement. 

Q. Was there any correction to be made to the capacity 
of the United States Steel Corporation, as shown upon Ex- 
hibit 48? 

A. No, sir. 

Q. Then, have you made any computations showing the 
percentage of the Corporation and of its competitors in steel 
and also in steel and iron and in both ? 

A. Yes, sir. 

Q. Based on these new figures? 

A. Yes, sir. 

Q. Will you state what the percentages are of the total 
capacity of the country? 

A. The United States Steel Corporation's percentage for 
steel was originally 40.1. 

Q. That is, their steel capacity as against all the steel 
capacity outside? 

A. Yes ; as against the steel capacity of other companies, 
was 40.1. The revised figures are 39.5. 

Q. And 60.5 for the outside mills? 

A. Yes. For the United States Steel Corporation, of the 
whole country, for iron and steel, the old percentage was 
27.3 and the new percentage is 27.0. 

Q. 27 even? 

A. 27 even, yes. 

Q. Now, Mr. Gray, since you have made up these figures, 
made these corrections, have you received any additional in- 
formation or reports from any of the companies named there- 
on? 
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A. Yes ; from the Cambria Steel Company. 

Q. What change, if any, would that report make, as of De- 
cember 31, 1911? 

A. The Cambria Steel Company's capacity as reported in 
the original statement was 350,00 tons. "We did not have any 
figures on file from that company, so I telegraphed them ask- 
ing their capacity as of December 31, 1911, and their reply 
is that their capacity as of that date was 405,000 tons. 

Q. Have you the telegram with you for the inspection of 
counsel? 

A. Yes, sir. (Producing telegram.) 

Mk. Colton : Would you mind asking him what he means 
by stating that they did not have anything as to the Cambria 
on file on December 31? 

Mb. Sevbratstce: Certainly. I will ask that. 

By Me. Severance : 

Q. How was this figure 350,000 tons arrived at, if you had 
nothing on file as to Cambria? 

A. We reached that as an estimated capacity from the re- 
ports that we had on file of production. 

Q. You mean that you did not have a regular form of 
report on capacity? 

A. We had not received it. Here is the return which we 
received from them, and they failed to give us any capacity 
at all for their bar mills. That being the case, we did not use 
any figures, of course, in this 1910 supplement; but when 
this statement was prepared, based on the production re- 
ports, we reached this 350,000 tons. 

Q. You spoke of telegraphing to the Cambria and getting 
a response as to their bar mill capacity. Will you kindly 
read into the evidence your telegram to them, giving the date 
and the answer thereto? 

Mb. Colton : Before he does that, may I ask a couple of 
questions ? 

Me. Sevbeance: Yes. 

By Me. Colton: 

Q. You wrote for this information in connection with cor- 
recting this exhibit, did you not! 
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A. I telegraphed for it. 

Q. Yes. Your telegram is dated, and will show the date 
you sent it out? 

A. Yes. 

Q. It was not in the regular course of business of esti- 
mating the capacity of 1911, within the period of 1911, of 
course ? 

A. No. 

By Me. Sbveeance: 

Q. You had previously estimated that at 350,000 tons? 

A. Yes. 

Q. Now, will you kindly read the telegrams? 

Me. Colton: I object to the reading of the telegrams in 
evidence on the ground that the telegrams are hearsay, based 
on hearsay, and on the further ground that they were not 
received in the regular course of business in collecting data 
for statistics for the year 1911, but subsequent thereto, and 
that the statement is not under oath. 

Me. Sevbeance: You object to them as hearsay? Not on 
the ground that we do not produce the originals? 

Me. Colton: No. 

By Mb. Sevbeance: 

Q. Have any statements that you have made up your 
Directories on, which have been introduced in evidence by 
the Government in this case, been under oath? 

A. No, sir. 

Q. Now, you may read the telegrams. 

A. (Reading) "Phila., Feb. 13, 1914. H. W. McAteer, 
Comptroller Cambria Steel Company, Johnstown, Pa. 

"For special merchant bar mill statement would it be all 
right for us to say that Cambria had an approximate annual 
capacity on December 31, 1911, of 350,000 tons of merchant, 
reinforced concrete, angle, splice and other bar mill products ? 
Please wire reply. 

"William G. Gray, 

' ' Statistician. ' ' 
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Q. Did you get a response to that? 

A. Yes; on February 16, 1914, I received the following 
despatch. 

"William G. Gray, American Iron and Steel Association, 

261 South Fourth Street, Philadelphia. 
"For special bar statement use 405,000 tons estimated. 
(Signed) "Cambria Steel Company." 

Q. Is the official to whom you have telegraphed for this 
information the same official who has ordinarily made the 
returns for the Cambria Steel Company to the Iron and Steel 
Association? 

A. Yes, sir. 

Q. Have you looked through the reports of the American 
Iron & Steel Association to determine whether or not on De- 
cember 31st, 1911, there were any other bar mills in. the coun- 
try not shown on Exhibit 48? 

A. Yes. 

Q. Will you state what they were and give their capaci- 
ties? 

A. The first is the Collins Company at CoUinsville, Con- 
necticut ; it has a capacity of 1,300 tons of steel bars and 2,500 
tons of iron bars. 

Q. You siay "has"; you mean it had as of December 31st, 
1911? 

A. Had, and I suppose has to-day. 

Q. What is the basis of that statement? 

A. The return which we received from the company. 

Q. You have the original return here? 

A. Yes. 

Q. Is that return published? 

A. Yes, in the 1910 supplement, page 136. 

Q. Does that show the capacity you have just stated? 

A. Yes; 2,500 tons of iron and 1,300 tons of steel. 

Q. You received that return in the regular course of busi- 
ness in collecting these statistics? 

A. It was received November 17, 1909. 

Q. What is the next one? 
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A. Tlie next is the Standard Rolling Mill, New York City; 
it has a capacity of 6,000 tons of iron bars. 

Q. "Where do you get that information? 

A. From the original return. 

Q. Does that appear in any directory? 

A. Yes. 

Q. Which one? 

A. In the 1910 supplement, page 137. 

Q. Is that mill in operation? 

A. No, it is idle and has been idle for several years. 

Q. Was it in operation December 31, 1911, according to 
your information? 

A. No, sir. 

Q. But was still in existence then according to your in- 
formation? 

A. It is still in existence to-day. 

Q. What is the next? 

A. The Braeburn Steel Company, at Braebum, Pennsyl- 
vania. It has a capacity of 20,000 tons of steel bars. 

Q. Does that appear from the statistics in your office? 

A. Yes ; it appears on page 139 of the 1910 supplement. 

Q. What is the next one, if any? 

A. The next is the Clark Steel Hoop Company, at Punxsu- 
tawney; it has a capacity of 9,000 tons of steel bars. 

Q. What is your authority for that statement? 

A. A telegraphic dispatch of February 11, 1914. At the 
time the 1910 supplement was made up we did not receive 
from the company its capacity of bars. 

Q. Did you have any information from the company that 
the plant was in existence at that time ? 

A. It was in existence and in operation. 

Q. And does that appear in your directory? ^' 

A. Yes; it shows here on page 139. 

Q. But no capacity? 

A. No capacity given. 

Q. You telegraphed them for that capacity? 

A. We telegraphed them on the 11th of February, 1914. 

Q. Will you read that telegram together with the answer 
in evidence? 
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Mb. Colton: You telegraphed in connection with the 
checking up of this exhibit? 

The Witness: Yes. 

Mr. Colton: We object on the same grounds that we 
objected with respect to the Cambria Company's capacity, 
as reported in the telegram. 

The Witness: (Reading:) 

''Philadelphia, Pa., February 11, 1914. 
"E. C. McKibbin, 

"Former Secretary, Clark Steel Hoop Company, 

' ' Punxsutawney, Pennsylvania. 
"For special tabulation sheet giving companies' annual 
capacity of rolled iron and steel please telegraph our expense 
total rolled capacity Clark Steel Hoop Company if running 
full time and oblige, 

William G. Gray, Statistician." 

To which Mr. McKibbin replied on February 14th : 

"William G. Gray, Statistician, 

"261 South 4th Street, Philadelphia. 
' ' Clark Steel Hoop plant has been idle since March, 1910 ; 
no immediate prospect of resimiing operation; annual capa- 
city of mill 9,000 tons. 

"E. C. McKibbin." 

By Me. Severance: 

Q. Who was he? 

A. He was the former secretary. The mill has been idle, 
and was what is known in iron and steel as probably a scrap 
proposition; that is, it may go into scrap or it may be ope- 
rated. 

Q. Do you know of any other mills? 

A. Yes; the Scott Iron & Steel Company at Carnegie. 
This mill is equipped to roll skelp for a tube plant; can also 
roll merchant bars. We have no information concerning its 
merchant bar capacity. The mill has been idle for the last 
three or four years. It is for sale or lease at the present 
time. 
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Q. Do you know of any others? 

A. The American EoUing Mill Corporation at Muncie. 
The description appears on page 147 of the 1910 supplement, 
as a bar mill. It was dismantled in 1911. I merely mention 
that fact so as to show that the mill has no existence. 

Q. Has that been listed in your publications? 

A. It was listed in our publication, page 147. 

Q. What is the next, if any? 

A. The United States Cast Iron Pipe and Foundry Works 
at Superior, Wisconsin. We cannot give any capacity. That 
mill has been idle for the last ten years. 

Q. What is the next, if any? 

A. The Baldwin Locomotive Works at Eddystone, Penn- 
sylvania. They have a capacity of 225 tons weekly, or 11,700 
tons annually. We give them here a capacity of 3,500 tons 
of steel and 8,200 tons of iron. That is based on their pro- 
ductive report to us. 

Q. What is your authority for stating that they have this 
capacity of 11,700 tons? 

A. I had a 'phone message from Mr. Williams, the as- 
sistant to the president, who gave me that message person- 
ally over the telephone. 

Q. Do you know they have a bar mill? 

A. I know that they have a bar mill. It is within half a 
mile of my own home, and I know the plant. 

Q. Has that plant ever been mentioned in any of your 
publications? 

A. Yes. 

Q. Where? 

A. It is mentioned in the 1910 Supplement, page 17. 

Q. The capacity is not given? 

A. The capacity is not given. 

Q. They make bars for their own consumption? 

A. Yes, from scrap. 

By Mr. Colton: 

This was a telephone conversation in connection with the 
checking up of this exhibit? 
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The Witness: Yes. 

Mr. Colton: We object on tlie ground that it is hearsay. 

By Mr. Severance: 

Q. Is there any other bar mill'? 

A. The next is the Atlantic Coast Line Railroad, Wil- 
mington, North Carolina. 

Q. What is the annual capacity of that plant? 

A. 900 tons. 

Q. Iron or steel? 

A. Iron. 

Q. What is the basis of your statement? 

A. A telegraphic dispatch: 

"Your wire total annual bar capacity our reclaiming rolls 
about 900 tons." 

Q. That was in response to a request from you? 

A. Yes. And the reply is dated February 11, 1914. 

Mr. Colton : The telegraphic dispatch from which you are 
quoting was sent out in connection with the checking up of 
the exhibit and not in the regular course of collecting data? 

The Witness: Yes. 

Mr. Colton : Objected to on the same ground as contained 
in the objections to the telegram in regard to the Cambria 
Steel Company. 

Mr. Severance : Unless counsel waives doing so I will now 
ask Mr. Gray to state the volume and page of the directory 
publications of the American Iron & Steel Association in 
which will be found the data concerning all of the plants 
named on Exhibit 48, other than those to which specific at- 
tention has been directed, and will offer in evidence the en- 
tries so appearing in such directories. If, however, counsel is 
willing to accept Mr. Gray's statement, which he has made, 
that this information does all appear in these published direc- 
tories, it will be unnecessary to encumber the record with the 
detail. 

Mr. Colton : I will ask him a couple of questions, and may 
waive that later on and let you know whether I wUl or not. 
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By Mr. Colton: 

Q. You checked every one of these works with some one of 
the publications known as the Directory of the Iron & Steel 
Association? 

A. Yes. 

Q. Beginning with 1908? 

A. Beginning with 1908 and running down to 1912. 

By Mr. Severance : 

Q. Have you in addition examined the original letters 
covering each item shown on Exhibit 48? 

A. Yes. 

By Mr. Colton: 

Q. Now, referring to Defendants' Exhibit (Farrell) No. 
48, are the Steel Corporation's various iron and steel mills, 
as appearing in the directories of 1908, 1909 and 1910, set 
forth on this exhibit ? 

A. With one exception, the works of the Indiana Steel 
Company at Gary. 

Q. Is that as of December 31st, 1911? 

A. As of December 31st, 1911. 

Q. And you say the capacity of that plant does not ap- 
pear? 

A. No ; I have late information on that for that plant. 

Q. Suppose you give me on this page here which are the 
Steel Corporation's plants? 

A. There are not any of them there. 

Q. I ask you whether on this exhibit any of the Steel Cor- 
poration plants appear? 

A. I did not so understand you. I thought you referred 
to capacity. There are no Steel Corporation plants what- 
ever enumerated in that exhibit, but there is a capacity given 
for the plants. 

Q. There is a capacity given for the plants, but they do 
not appear. Now, the capacity given for the plants you have 
not checked up with your directories, have you, for the 
United States Steel Corporation? 

A. Yes, 2,258,700 tons. 
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Q. Is that the capacity that you find in your directories? 

A. With the exception of the Indiana Steel Company. 

Q. And for that company you have not given it? 

A. For that company I have since secured the information 
we wanted. 

Q. Did you secure that in the regular course of business 
or in checking up this exhibit? 

A. In checking up this exhibit. 

Mb. Colton: I renew the objection to Defendants' Ex- 
hibit 48 on the ground that the same is secondary, and as 
hearsay evidence, and to the testimony of this witness on the 
ground that the testimony is hearsay. 

Mr. Seveea:nce: What do you say to my proposition to 
introduce the iron and steel directories? Do you waive that 
and take Mr. G-ray's word for that? 

Me. Colton: I will ask Mr. G-ray one more question. 

By Mr. Colton: 

Q. Have you in the case of the United States Steel Cor- 
poration plants taken your report for 1908 and taken their 
capacities and compared them with your 1910 report and 
from that arrived at this figure of 2,258,700 tons? 

A. We took our 1910 supplement and checked the capaci- 
ties as given in the 1910 supplement with the single exception 
of the Gary plant. 

Q. You got the Steel Corporation's capacity from your 
1910 supplement? 

A. Yes. 

Mr. Severance : Except the Gary plant. 
The Witness: Except the Gary plant. 

By Me. Colton: 

Q. Was that information furnished you by the Steel Cor- 
poration for the 1910 supplement? 

A. In the latter part of 1909 and perhaps a little of it 
in 1910 ; I think, though, practically all of it in 1909. 

Q. What page does that appear on? 

A. Various pages. 
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Me. Seveeance: Wliat is the total? 

Me. Colton: Would you not have to take the directory 
for 1910 and 1908 together to get at that? 

The "Witness : No, the same blank which you find here is 
sent to all the plants of the United States Steel Corporation 
and by them returned to us and entered in this 1910 supple- 
ment. 

By Me. Colton: 

Q. Where is that entered for the United States Steel Cor- 
poration? 

A. Beginning on page 136 you will find the 4,000 tons for 
the South Works at Worcester, Massachusetts. On page 139 
you will find the capacities given for the works of the Car- 
negie Steel Company. 

Q. Have you checked up all of this with your 1910 report? 

A. Yes. 

By Me. Seveeance: 

Q. Do you know the total outside of Gary? 
A. I know the total outside of Gary. 
Q. What is the total? 
A. 1,832,700 tons. 

Q. That would leave 

A. 426,000 for the Indiana Steel. 

By Me. Colton : 

Q. Do you know whether the Steel Corporation reported 
its iron plants that were in existence? 

A. If they had made any iron they would have reported 
them, yes. 

Q. They would have reported them if they had made 
iron? 

A. Yes. 

Q. But as to iron plants that were not in use, you don't 
know whether they reported those or not? 

A. I don't know that they had any. 

Me. Sbvbeance : This is their rolling mill capacity. 
Mb. Colton: Iron bar mills? 
Me. Sbveeancb: Yes. 
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By Mb. Colton: 

Q. Sucli as the American Steel Hoop? 

A. They roll steel. 

Q. Do you know when they ceased to report the iron 
plants of the American Steel Hoop Company? 

A. I can not recall now; but those are all the bar mills, 
iron or steel, of the Corporation, with the exception of the 
Gary plant. 

,Q. As reported to you? 

A. As reported to us. 

Q. In your Directories? 

A. Yes. 

Q. Does your Directory for 1910 show anything about the 
Grary plant? What does it show? 

A. It mentions the fact that they make all sizes of basic 
open hearth steel, rounds, squares and flats, but does not give 
any capacity. 

Q. There is one page, I see here, that is omitted. Take 
the one for 1912 and see what it says about Gary in that. 

A. There is no capacity given there. I looked it up. 

Q. They do not give the capacity of the bar mill separate 
from the other products ; is that it? 

A. Not for either of those two publications. 

Q. But both of those publications show that they had a 
general line of products? 

A. Only one shows that they made bars. 

Q. Which one is that? The one for 1910 shows they make 
bars, but fails to state the capacity? 

A. That is right. 

Q. I notice that it says "See page 31." That page is not 
in this book, is it? 

A. That page 31 would refer to page 31 of the 1908 Di- 
rectory, this being a supplement to that Directory. 

Q. I think I have the 1908 Directory. 

A. I have one here. 

Q. See what it says for that year on page 31. 

A. At that time, you see, they were building. 
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Q. That merely states that they were building merchant 
bar mills and other various mills ? 
A. Yes. 

Mr. Colton : I will now make the waiver. Just what was 
it you stated? 

Mr. Severance : I stated that unless you would waive it I 
would call attention to the volumes and pages of the Direc- 
tory publications of the Iron and Steel Institute and offer 
them in evidence, verifying the items on Exhibit 48. Mr. 
Gray having testified that these items are correct, according 
to those Directories, I asked counsel whether he would de- 
sire to have me offer them in evidence. 

Mr. Colton: I make no objection on the ground that the 
particular capacities that Mr. Gray has testified to as given 
in the Directories are not offered in evidence. 

Mr. Severance: You do not mean the particular capaci- 
ties, do you? You mean that the books are not offered in 
evidence ? 

Mr. Colton : I make no objection on the ground that the 
books are not offered in evidence. 

Mr. Severance: That is, you do not object on the ground 
that his statement of the contents of the books is secondary? 

Mr. Colton : I do not object on the ground that his state- 
ment of the contents of the books is secondary. 

By Mr. Severance: 

Q. Mr. Gray, have you made a computation to determine 
what change would be made in the relative percentage of the 
Corporation's capacity and that of the outside mills if you 
add to the outside mills 55,000 tons additional of steel bar 
capacity for the Cambria and 33,800 tons shown in the sup- 
plemental list that you have mentioned? 

A. Yes, sir. 

Q. "What would that bring the percentage to? 

A. This would increase the percentage for steel bars for 
companies other than those owned or controlled by the Cor- 
poration from 60.5 per cent, to 61.1 per cent., and would de- 
crease! the Corporation's percentage from 39.5 per cent, to 
38.9 per cent. 
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Q. In iron bars there would be no change? 

A. No, sir. 

Q. If you include iron and steel bars both, what would be 
the Corporation's percentage including those additional 
items ? 

A. In the total for both iron and steel bars the Corpora- 
tion 's percentage would be 26.7 per cent, instead of 27.0 per 
cent., and the percentage of other manufacturers would be 
73.3 per cent, instead of 73.0 per cent. 

(The witness was thereupon excused.) 



Mr. Colton: I except to Defendants' Exhibits 222, 223, 
224 and 225, except as to the tables of production given in 
each of said exhibits, as incompetent, hearsay and secondary. 

I except to all the matters relating to a period subsequent 
to October 26, 1911, as irrelevant. 

(Whereupon an adjournment was taken until to-morrow, 
Wednesday, February 18, 1914, at 10:30 o'clock a. m.) 
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ONE HUNDRED AND SIXTY-FIRST DAY. 

Empire Building, 

71 Broadway, New York City. 

Wednesday, February 18, 1914. 
Before Special Examiner Henry P. Brown, 

Present on behalf of tbe United States, Mr. Dickinson 
and Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabury, Mr. 
Severance, Mr. BoujIng and Mr. Reed. 
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a witness previously sworn on behalf of the United States, 
was recalled on behalf of the defendants, and testified as fol- 
lows : 

DIRECT EXAMINATION 

By Mr. Lindabxiry: 

Q. You have already been examined on the call of the 
Government in this cause? 

A. Yes. 

Q. You were at the time of your previous examination, 
and still are, I believe, president of the Republic? 

A. Chairman. 

Q. Chairman of the board of directors? 

A. I am chief executive officer with the title of chairman. 

Q. Of the Republic Iron & Steel Company? 

A. Yes. 

Q. How long have you held that position? 

A. About eight years. 

Q. When you took that position were the various plants 
of the Republic chiefly iron or steel producing plants? 

A. Principally iron. 

Q. What are they now? 
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A. Almost exclusively steel. 

Q. The change having been made during your administra- 
tion? 

A. Yes. 

Q. At any considerable expense? 

A. Quite a large expense. 

Q. How much did it cost you to convert your mills from 
iron to steel? 

A. I could not answer it in that direct way. The total 
expenditures we have had for new construction, in the various 
changes that suggested the transfer from iron to steel, plus 
growth of capacity, the total expenditures in new construc- 
tion are close to $25,000,000. 

Q. What is your present capacity? 

A. About a million and a quarter tons of steel per annum. 

Q. What are your principal products? 

A. Merchant bars, shapes, tubular products, plates, bolts, 
nuts, spikes, skelp, sheet and tin bars. 

Q. Did the Corporation make all of those when you as- 
sumed the office of chairman. 

A. Did they make what we are now making? 

Q. Yes. 

A. Or, do you mean did we make them? 

Q. I meant the Eepublic. 

A. No, we did not. 

Q. To what extent have you diversified during your in- 
cumbency? 

A. Well, we have added the tubular products and plates, 
and extended our line of bar capacity also, increased the 
range of sizes in bars. 

Q. Is your bar capacity relatively large? 

A. Yes; as compared with others, you mean, or do you 
mean is our percentage of bar production as compared with 
our output large? 

Q. I meant to ask both questions ; you may answer them 
together or separately. 

A. I am not certain that this is entirely correct but T 
think we would be second or third from the standpoint of 



JOHN A. TOPPING. 11999 

producers of bars in the United States outside of the Cor- 
poration. 

Mb. Dickinson : You say outside. 

The Witness: What I mean, Judge Dickinson, is this. 
Approximately Jones & Laughlin, the Cambria Steel Com- 
pany and ourselves are the largest producers of bars. 

Mr. Dickinson: Next to the Corporation. 

The Witness: Next to the Corporation, yes. 

Me. Dickinson : That is what I wanted to get at. 

The Witness : And the difference between us is immater- 
ial, not a large difference. 

By Me. Lindaeuey: 

Q. Where is the market for your product? 

A. All over the United States and Canada. 

Q. Has the Steel Corporation in your opinion power to 
put the Republic out of business? 

A. I think not. 

Q. Has it the power to put its competitors generally or 
. any of its principal competitors out of business? 

A. I would say not. 

Q. What is your reason for thinking that they have not 
that power? 

A. I would have two reasons ; one, that they have not the 
physical ability to do it, and secondly, if they attempted it 
they would involve their own market to such an extent that 
they would suffer equally with us. What I mean by physical 
is this. Their principal competition, companies like ourselves 
and others as strong as we are, are properly integrated; in 
other words, being self contained on raw material, well 
equipped, and at least fairly well managed and properly 
financed, so that a combination of that kind would give us as 
much power to produce within somewhere a close approxima- 
tion of their cost; at least their difference would not be so 
great that they could put us out of business. They have some 
advantages and so have we. 

Q. Now, as to your second reason, that it would involve 
them in loss as well as you; what do you mean by that? 
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A. Well, to illustrate. We nugM have a customer, we will 
say, in Michigan, engaged in the manufacture of agricultural 
implements, and another in Illinois or Indiana. If we should 
sell in Michigan steel bars and plates that enter into the cost 
of production of a machine at a less price to A in Michigan 
than we do to B in Illinois, we would probably soon hear from 
B in Illinois, because those two men would naturally compete 
in the general market of the United States with their ma- 
chinery. So it would be with all other fabricated products 
made from steel, the markets are inter-related and interlaced 
to such an extent that you cannot reduce prices, in my judg- 
ment, in one market without affecting in a short time the mar- 
ket elsewhere for the same commodity. 

Q. Could the Steel Corporation localize a destructive war- 
fare against its competitors? 

A. Not in my opinion. 

Q. Why not, if there is any other reason than you have 
already indicated? 

A. I should say that the reason I have already indicated 
would be a complete answer to that thought. There is a sym- 
pathetic relationship existing between all markets that is so 
close that my experience would compel me to say that you 
could not affect the price in Chicago without affecting the 
price in New York ; as a matter of fact that is the experience 
that we have had. 

Q. And could the Steel Corporation wage a destructive 
warfare against any one of its competitors without involving 
all of them? 

A. No ; I will say not. 

Q. How long have you been in the steel business? 

A. Something over thirty years, steel and iron. 

Q. Did you ever know a steel warfare that did not become 
general? 

A. No. 

Q. Or that did not involve all leading products ' 

A. No. 

Q. And do you think any such warfare could be inaugur- 
ated and carried on for any length of time that would not 
involve all the markets of the country and all competitors? 
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A. I do not. 

Q. And in sucli a warfare as that would the Corporation 
lose less proportionately than its competitors? 

A. I should say they would certainly lose proportionately 
as much. 

Q. And that would result in 

A. (Interposing) Very heavy loss. 

Q. And equal waste all round? 

A. I would say so. 

CEOSS EXAMINATION 

By Mr. Dickinson : 

Q. Mr. Topping, what competitors of the United States 
Steel Corporation did you have in mind when you answered 
that if they made their warfare in any part of the country it 
would extend to the whole country, and that they could not, 
in respect of such competitors, carry on such warfare with- 
out themselves losing in the same proportion that the others 
did? Just name those competitors that you were consider- 
ing. 

A. I had not in mind any particular competitor. I had in 
mind all — any. 

Q. Do you mean to say that you had in mind any competi- 
tors of the Steel Corporation, no matter in what line of pro- 
duct it might be, and that there could not be a reduction in 
that particular line of product without affecting generally the 
Corporation's business in other lines of products? 

A. I do. I can give you a very good illustration, if you 
want me to, of how that might happen. 

Q. All right ; I shall be very glad to have you do it. 

A. A few years ago there was one particular product that 
I was very much interested in, the price of which I thoug'ht 
was entirely too high in order to enable us to extend our mar- 
bets as I thought we should in competition with bar iron. In 
other words, I thought the price of bar steel was relatively 
too high as compared with bar iron. I put the price down 
pretty low. The immediate effect of our reduction in the 
price of bar steel was an undermining of the entire market 
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for everything in the steel line. That is a matter of history. 
It illustrates the thought very completely, I think. 

Q. You say that it affected the whole steel industry? 

A. It did. 

Q. And all products? 

A. With the exception of rail prices. 

Q. That is a very large product, is it not? 

A. Fairly large. Not as large as bars. 

Q. How does the tonnage of rails in the United States 
compare with bars? 

A. Bars is about twice that of rails. 

Q. Do you make any rails ? 

A. "We used to ; we do not now. We did when I first came 
into the company. 

Q. Then, if there should be a warfare in rails, you have 
no rails to sell, have you? 

A. We quit manufacturing rails because there is no 
money in making them. 

Q. You are not answering my question. I am not asking 
you when you quit or why you quit. I asked you: if there 
was a warfare in rails, how would that affect your business! 

A. Sympathetically, for the same reason that the warfare 
in any one product would naturally involve the others, on ac- 
count of this interlaced situation to which I have referred. 

Q. Do you remember the rail war that occurred between 
Illinois Steel and Carnegie? 

A. Yes, sir. 

Q. Do you mean to say that at that time all other pro- 
ducts such as wire, tubular goods, tin plate bars and every 
kind of steel and wire product such as is now made by the 
United States Steel Corporation was then affected to the 
same degree that the price of rails was affected by that war- 
fare? 

A. I did not say to the same degree; I don't know. That 
was a long time ago ; but I do know this : I was quite a young 
man at the time of the rail war you refer to, and I know at 
that time I was a buyer of billets and sheet bars, and I bought 
billets and sheet bars at a price that suggested relatively as 
low rates for those x^roducts as rails were selling for. 
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Q. You say "suggested." Did you buy any billets at rela- 
tively as low a price as that which existed between rails previ- 
ous to that warfare and to which the rails went during the 
warfare ? 

A. I would say approximately so; yes. 

Q. Just state, will you, what the price of billets was when 
that warfare began, and when it began, and the lowest price 
at which you bought them? 

A. We bought billets in those early days as low as $13.75 
a ton. 

Q. At what date do you mean? 

A. I am not sure as to the exact date, but during the period 
of the disturbance in the steel market when the rail war 
you refer to was on. 

Q. When was that rail war? 

A. I don't remember. 

Q. You do not remember even the year? 

A. No. 

Q. Do you know how low rails went? 

A. About as low as $15.50, I think. 

Q. Do you know what year? 

A. No, I do not recall. 

Q. Do you know whether they went any lower than that? 

A. That is about my recollection. 

Mb. Colton: Didn't they go to $14? 

Me. Lindabury: No, they did not, Mr. Colton. 

The Witness : I know that afterwards. Judge, we became 
manufacturers of steel, shortly after that period, along in 
the late eighties or early in the nineties, and that we could 
not produce billets at as low a price as we bought them during 
that period. 

By Mb. Dickinson : 

Q. You spoke of your thinking that the relative price be- 
tween steel bars and iron was too great, and you reduced the 
price, did you? 

A. Yes, sir. 

Q. And that brought on, you say, a general reduction? 

A. Yes. 
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Q. How much of a reduction did it bring in rails? 
A. It did not bring any. 

Mb. Lindabuky : You had Mm say that ten minutes ago, 
Judge. 

Mk. Dickinson : Well, it is a good thing, and I do not mind 
his saying it again. 

By Mb. Dickinson: 

Q. Did it reduce, during that period, the price in shapes? 

A. It reduced the price of shapes, yes. 

Q. And bars? 

A. Yes. 

Q. In the same proportion? 

A. I would say it reduced them very substantially; 
whether it would be to exactly the same proportion, I do 
not recall. It would require a cost calculation to show that. 

Q. You do not know how that is? 

A. I do, about some of those things. 

Q. I am asking you about shapes and bars. 

A. For instance, plates and some shapes — the shapes we 
produced — ^went just as low. 

Q. What kind of shapes did you produce? 

A. We produced light structural shapes, angles up to six 
inches — that involves the structural schedule — and our angles 
were down just as low as our bars, in proportion. 

Q. Do you know that other shapes, such as you did not 
produce, were reduced in the same proportion as bars? 

A. Approximately so. 

Q. Can you give the prices to which those shapes went? 

A. They went as low as from a cent to 1.10. 

Q. You are speaking of the kind you did not make ? That 
is what I am asking about. 

A. Of the kind we did, and the kind we did not; both. 

Q. Did they sell at the same price? 

A. AU the same base. 

Q. Do you know whether wire products went down in the 
same proportion? 

A. As to that I could not answer definitely. They went 
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down, but whether they went down in proportion, I could not 
say. 

Q. You do not make wire? 

A. We do not make wire. 

Q. How long have you been making tubes? 

A. Between three and four years. 

Q. Do you make tin plate bars? 

A. We do. 

Q. How long have you been making them? 

A. About eight or nine years. 

Q. Do you take contracts for building bridges? 

A. We do not. 

Q. Do you take contracts for building structural buildings 
in which structural steel is used? 

A. We do not take any contracts for fabrication at all. 

Q. You have had no experience, then, in the awarding and 
letting of these contracts and bidding on them? 

A. No, none whatever. We sell the shapes to those who 
do fabricate and take such contracts. 

Q. If a building or a bridge is about to be built, do you 
know anything about the methods of letting those contracts 
or bidding upon them? 

A. I do not. 

Q. Do you know that if such a contract is made at a par- 
ticular price, say, in New York, that that fixes the price of a 
similar contract on a similar building in Chicago? 

A. It might. 

Q. I am not asking whether it might; I am asking you if 
you know whether it does. 

A. My answer was that it might. 

Q. I know, but do you know anything about it? 

A. I think I do. 

Q. Just what do you know, of your own knowledge, about 
that? 

A. It depends upon who that material was sold to. For 
instance, if the shapes and structural material were sold to a 
concern in New York that was doing contract work in Chi- 
cago, they would naturally use the knowledge of the New 
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York price to produce the same price in CMcago, would they 
not? 

Q. I am not arguing with you. I am giving you an oppor- 
tunity to give your reasons. 

A. That is my reason. 

Q. That is your only reason, is it? 

A. I think that is a sufficient reason. 

Q. If the contractors were different, one in Chicago and 
one in New York, and they did not know the contract price, 
it would not affect the price of those materials in these differ- 
ent places, would it? 

A. They would know the price, because they would be com- 
petitors for the New York building, and the fact that they 
lost the New York building would stimulate them to get a 
lower price for the next job, whether it might be in Chicago 
or Cincinnati. 

Q. Do you think they would necessarily know the price 
at which they had lost the contract? 

A. They usually do. 

Q. You have never done any of that kind of business, have 
you? 

A. No ; but it is in the line of common experience. 

Q. You have had no common experience in building 
bridges or in structural work, have you? 

A. I have had a very general experience in selling ; a very 
wide experience. 

Q. But no experience in bidding upon bridges or struc- 
tural work? 

A. No ; not in that particular class of material, except in 
selling the plain structural material, unfabricated. 

Q. Mr. Topping, in 1900 was there not a sharp, severe 
competition in steel products generally? 

A. Yes, sir; in other words there was a slump. 

Q. At that time was there a slump in the price of rails ? 

A. I think not. 

Q. In 1904 was there a severe competition? 

A. Yes. ' 

Q. And a decided drop in the prices of products other 
than rails? 
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A. Yes. 

Q. Was there any in rails? 

A. I think not. 

Q. Do you know how many competitors the Steel Corpora- 
tion has in making tubes and pipes? 

A. I could not answer that. There are a great many, a 
large list of them. 

Q. Do you know the capital of those concerns? 

A. I certainly could not tell you from memory; I could 
give you a directory of the various manufacturers of pipe. 
It embraces a large number of people. 

Q. Do you know their financial condition, severally? 

A. I know most of them, in a general way, if you bring 
them to me individually. 

Q. Name those that you know. 

A. Well, take our own company, take the Youngstown 
Sheet & Tube Company, the La Belle Iron Works, the Wheel- 
ing Steel & Iron, the Beading Iron Company, Spang, Chalfant 
— there is quite a number. 

Q. What is the capital now that Spang, Chalfant & Com- 
pany have in their business? 

A. It is a private corporation; I do not know; they are 
large producers. 

Q. What was their output, do you know, in the year 1913 ? 

A. I do not know that, but I should say in a general way, 
based on my knowledge of our competition with them, that 
they produce probably 200,000 to 250,000 tons of material a 
year, maybe more. 

Q. What is the capitalization of the La Belle Iron Works? 

A. About $10,000,000. 

Q. What is the capitalization of your company? 

A. About $52,000,000. 

Q. What is that of Jones & Laughlin? 

A. That is a private corporation. 

Q. You do not know the capital stock of that? 

A. That is a firm. 

Q. You do not know their financial condition? 

A. It is pretty generally known to be very strong. 

Q. You are speaking of general reputation? 
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A. Yes. 

Q. I am speaking of what you know. 

A. In the sense that I have examined their statement; 
I do not know ; it is a private firm. 

Q. Do you know whether they have any ore railroads, 
railroads hauliag ore! 

A. They have not. 

Q. Has your company! 

A. We have not. 

Q. Has the La Belle? 

A. It has not. 

Q. Or the Youngstown! 

A. No. 

Q. Who are the competitors of the United States Steel 
Corporation in making wire products? 

A. I am not engaged in the wire business. 

Q. Do you know who its competitors are? 

A. Oh, in a general way, yes. 

Q. Name them. 

A. There is the Ashland Steel Company, the Youngstown 
Sheet & Tube, Jones & Laughlin, Cambria Steel Company, 
the Grrand Crossing Tack Company, and there are several 
others. 

Q. Did you ever hear of Eoeblings? 

A. Yes, they make high grade wire ; I do not think they 
do much ia common wire, fencing, and things of that char- 
acter. 

Q. Do you know what the capitalization of the Ashland 
Company is? 

A. No. 

Q. Do you know in what territory they sell? 

A. All over the United States, I assume, like the balance 
of us. 

Q. You are assuming that. Do you know it? 

A. They naturally would have to. 

Q. I am not asking what they would naturally have to do, 
but what you know. Do you know where their market is? 

A. Yes, I would say I know from knowledge, because I 
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know of their products in different markets where I have 
been. 

Q. Do you know that the Ashland Company sells in Cali- 
fornia? 

A. As to that specifically, no, I do not. 

Q. Do you know whether it sells west of the Missouri 
Eiver? 

A. I do. 

Q. Where? 

A. Chicago and St. Louis. 

Q. When did Chicago get to be west of the Missouri 
River, and when did St. Louis get to be west of the Missouri 
River? 

A. I am speaking of a straight line north and south, I 
mean that western territory, what we call the Missouri River 
territory. 

Q. I didn't say anything about territory. I asked you 
about west of the Missouri Eiver? 

A. West of the Missouri River? 

Q. Yes. 

Mr. Lindabuey: Up in the mountains of Idaho? 
The Witness: You mean up through Denver, and in that 
section of the country? 

By Mb. Dickinson: 

Q. I mean anywhere west of the Missouri River, do you 
know that the Ashland Company sells its products? 

A. It will make the question a little clearer if you draw 
a north and south line, go west of a line drawn north and 
south, because the Missouri is a rather crooked stream. 

Q. Well, I will take the Mississippi River; that goes pretty 

straight. 

A. Yes, that would be a little better. 

Q. Do you know in what territory west of the Mississippi 
River the Ashland Company sells its products? 

A. They market their product in most of the territory 
west of the Mississippi River, I would say, because they 
would sell largely to some customers that we sell to, and we 
sell throughout that territory. 
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Q. Do you know anything about his financial credit? 

A. Except in a general way he is regarded as a very 
reputable, strong concern. 

Q. Do you know whether he has any warehouses out west 
or not? 

A. I do not know anything about his operations. I know 
we used to sell them steel billets and do occasionally now, 
and we are perfectly willing to sell them anything they want. 
Their credit is good ^ith us. 

Q. Do you know the capitalization of the Grand Crossing 
Tack Company? 

A. I don't know. 

Q. Do you know anything about its financial streng-th ? 

A. No. 

Q. Do you know whether it sells wire products east of 
the Alleghenies? 

A. I do not. 

Q. Did not the American Steel & Wire Company main- 
tain its prices on wire products during the year 1908 despite 
the drop in the price of bars? 

A. I don't recall whether they did or not. 

Me. Lindabuey: They probably did; there were no fail- 
ures of retailers. 

By Me. Dickinson : 

Q. Do you know what the capital of the Cambria Com- 
pany is? 

A. I do not know just exactly; I have one of their state- 
ments; I have one every year on my desk. 

Q. Do you know what its surplus is? 

A. No; they are a very large concern. There is such 
a raft of figures that it would be impossible for a man to 
carry it in his mind. 

Q. I do not know whether I asked you or not, but I will 
ask you, if I have not. Has it any ore roads? 

A. They have not, not that I know of. My recollection is 
that the Cambria has between fifty millions and sixty mil- 
lions invested in its business, though. 

Q. How much foreign trade did you do last year? 

A. Very little, outside of Canada and Mexico — very little 
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in Mexico on account of the disturbance there — and our in- 
sular possessions, very little. 

Q. How much did the Ashland Company do last year? 

A. I don't know. 

Q. How much did the Toungstown do last year? 

A. I do not know. 

Q. Do you know whether it did any? 

A. I do not know anything about what their detailed busi- 
ness operations consist of, and naturally would not know, be- 
cause I am not interested enough. 

Q. Do you know even approximately what any of those 
companies did in foreign business? 

A. I do not know. 

Q. What is your judgment as to whether or not, if a con- 
cern has a large foreign business, that that strengthens them 
generally in the business if they should choose to show a 
front against their competitors in this country? 

A. Will you please state that again. 

(The pending question was repeated by the stenographer.) 

The Witness: I do not think it would be of material ad- 
vantage to them. I think it would be more of an advantage 
to its competitors to have them do it. 

By Me. Dickinson : 

Q. In this country? 

A. Yes. 

Q. And you think that the fact of having a large foreign 
market would be an element of weakness rather than an ele- 
ment of strength in a severe trade warfare in this country? 

A. I should say that with a large export business the ad- 
vantage would be determined largely by the condition of the 
foreign markets where they were selling. If there is a large 
profit possibly it might enable them to stand the test of 
endurance if they had enough of them, but experience shows 
that that would not be the case. 

Q. You have not any experience in foreign markets? 

A. Just the experience that we have to keep in touch with 
them, for information. 

Q. But you do not sell there? 
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A. No, but we keep in toucli with them. 

Q. But you have actually no warehouses there? 

A. No, but we have to keep in touch with the foreign mar- 
kets so as to protect our trade along the East Coast. We 
have got to know what a Dutchman is selling for on the East 
Coast, and we keep in touch with his prices at Antwerp. We 
have got to know what his price is at Antwerp. 

Q. You have no agents there? 

A. No. 

Q. Has the price in this foreign market always been the 
same as in this market, or have they borne any relation to 
each other? 

A. In the foreign market, like all others, it fluctuates with 
conditions. 

Q. Do you know the amount of the foreign trade of the 
United States Steel Corporation? 

A. Approximately, yes, from published statements. 

Q. Do you know of any other concern in this country in 
the iron and steel business that approximates the foreign 
trade of the United States Steel Corporation? 

A. There is none that has as large a volmne, no. 

Q. What is the largest competitor of the United States 
Steel Corporation in foreign markets, that you know of? 

A. I do not think I understand that question. 

Q. What is the largest competitor in this country of the 
United States Steel Corporation in foreign markets in steel 
products? Do you understand that? 

A. So far as I know there is only one concern that is very 
large in the way of foreign trade, and that is a special pro- 
duct, and that is the Bethlehem Steel Company. That I know 
only from talks I have had with Mr. Schwab, but in common 
commodities, there is very little tonnage outside of Canada 
and the territory where we operate ourselves, Mexico and 
nearby islands. 

Q. You do not know what profit the Steel Corporation 
makes on its foreign sales? 

A. I do not; I do not know what profit they make now. 

Q. What kind of structural steel is it that you do not 
manufacture? 
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A. It depends upon the size. We run up to six incli angles 
and tees ; the sizes beyond that are the sizes we don't make. 

Q. Do you make beams? 

A. No ; we make them up to— small beams entirely. 

Q. How large? 

A. Well, we do not make beams of the sizes that would go 
into a building of this character for instance. 

Q. Do you make channels? 

A. Small channels. 

Q. Give the sizes of them. 

A. Not in structural sizes. 

Q. This plain structural material of the kind that you do 
not make, and such as is made, say by the Carnegie Com- 
pany ; do you know what territory that is sold in ? 

A. You mean the structural sizes? 

Q. Yes, that you do not make and that Carnegie does 
make? 

A. I should say all over the United States, because the 
people we sell to, they buy our range of sizes, and they buy 
larger sizes within the Carnegie range from them and other 
people that produce them, so that we have common customers 
all over the United States, for instance the bridge shops and 
the structural shops. 

Q. Now, does the Cambria Company make the sizes of 
structural material larger than those you make and such as 
are made by the Carnegie Company? 

A. I think so, yes. 

Q. Do you know that they sell them all over the United 
States? 

A. We are all common competitors; we have customers 
in common. We meet the Cambria in competition on shapes, 
as we do the Carnegie Company and the Illinois Steel Com- 
pany and all those producing companies. 

Q. I am not speaking of the kind that you make, but I 
am speaking of the kind that they make and you do not, do 
you know that the Cambria Company sells them all over the 
United States? 

A. Just from that knowledge we have from consumer 
customers, who consume the whole range of material. I do 
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not pretend to know the details of the operations of these 
companies, you understand, but I meet their competition 
where we have common customers all over the United States. 

Q. But you have no competition with them on the kind 
of structural that you do not make ? 

A. True, but the people we sell to get the full range; we 
only sell a part. 

Q. Do you know whether they buy the full range from the 
Cambria all over the United States! 

A. I do, from the contact we have with its customers. 

Q. What contact have you had in San Francisco that 
enables you to say that you know that the Cambria sells in 
San Francisco structural material of larger sizes than that 
which you make? Now, just state just what contact and in- 
formation you have on that subject? 

A. You have made a pretty bad selection of location, be- 
cause we do not do very much in San Francisco on our struc- 
tural shapes. 

Q. You mean I made a bad selection for you to answer? 

A. Yes, on that particular question. 

Q. Take Seattle. 

A. Well, the Pacific coast is all the same. 

Q. Or Portland? 

A. The same. 

Q. You do not know whether Cambria sells there? 

A. We do not do a large business on the Pacific coast. 

Q. Wait a moment. You do not know whether the Cam- 
bria sells on the Pacific coast structural material of the sizes 
larger than you make? 

A. Yes, I know it in this way, from talks I have had with 
Mr. Donner, Mr. Eeplogle and others, in general discussions 
that we have had in exchange of information. 

Q. So that it is hearsay, what these gentlemen may have 
given you. 

Me. Lindabuby: I object; it is not hearsay. 
The Witness : I would not say it was hearsay. It is very 
direct information. 
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By Me. Dickinson: 

Q. That is to say, somebody told you ? 

A. No, the officials of the company. 

Q. Well, they are somebody, are they not? 

A. For instance, if I told Mr. Donner that we had done 
so and so he would accept that as a fact, and I am sure that 
I would accept any statement he made to me as a matter of 
fact. 

Q. And still you do not call that hearsay! 

A. I would not call that hearsay. I would call that direct 
evidence. 

Q. Well, we understand what it is. 

A. I would take it as very direct if he told me what his 
price was in those markets, and I would use it to advantage. 

Q. It is on your appreciation of that kind of direct evi- 
dence that you have been largely basing your answers as 
to knowledge of where these various products have been sold? 

Me. Lindabuey: I object to that, because the witness has 
told the source of his knowledge in every instance. 

The Witness : That is only one source of knowledge ; there 
are others. 

By Me. Dickinson: 

Q. Tell us what source of knowledge you have, if any, as 
to the sale by the Cambria Company in Denver of structural 
material larger than that which you make, during the year 
1913? 

Mb. Lindabuey: Won't you fix the month and day? 

Me. Dickinson : I may do that later. 

The Witness: In nominating a place or a city or a par- 
ticular firm the evidence we would get would be, if you go 
into an iron; store or an iron warehouse, you will see ma- 
terial marked with white paint, from the various concerns 
that produce them. Your salesmen go to sell A, B, C and D 
and find competitors' material on the floor where you could 
not help but see it, and that information comes back ; whether 
I would see it or not, that information comes back as to what 
our competition may be at certain points. So we gather 
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evidence — ^you can call it direct or indirect if you please, but 
we take it as very direct evidence — that the Cambria, and 
Jones & Langhlin, or the Steel Corporation, are operating all 
through the localities where we meet them in that way, 
through reports of our salesmen. I do not include the terri- 
tory from Denver to San Francisco and New York, of course. 
You are asking me something that happens to-day, as I under- 
stand your question. 

By Me. Dickinson : 

Q. When you are through I will go on. 

A. I am through. 

Q. Do you mean to say that you recall any definite infor- 
mation that you received during the year 1913 that the Cam- 
bria Steel Company sold in the city of Denver structural 
shapes of the kind larger than those made by your company? 

A. I do not, and it would not be necessary for me to re- 
call; it would not change the information that I have as to 
what Cambria is doing in that general way. You can call it 
presumptive; possibly it may be in a technical way, but we 
regard all information as to where they operate and how they 
operate as definite. 

Q. You do not have to pass judgment on that; somebody 
else will determine about that. 

A. Well, I am simply telling you. 

Q. It is on that kind of information, though, that you 
have been answering, is it? 

A. Not altogether; that is part of it only. I told you I 
had direct information. 

Q. Take the State of Colorado; what information have 
you got, other than the kind you have just described, as to 
the selling by the Cambria Steel Company of structural 
shapes larger than the kind made by you in the State of 
Colorado for the year 1913 or any year antecedent thereto? 

A. I have no information about Colorado specifically. 

Q. Have you any information, Mr. Topping, and if so, 
what is it, in regard to the Cambria Company having sold 
within the State of Colorado structural material of sizes other 
than those made by your company? 

A. I said awhile ago I had not. 
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Q. I understood you that way, but I wanted to be sure. 
When did you quit the manufacture of rails? 

A. In 1907. 

Q. You said you quit because there was no money in it? 

A. We did. 

Q. That is to say, you could not compete with the prices 
that were being charged for rails? Is that it? You could 
not compete with the prices that were being charged for rails 
and make money? 

A. We could make more money in other things than we 
could make in rails. 

Q. But you could not make money profitably on rails and 
sell them at the price at which they were being sold? 

Mb. Lindabuey: That is not what he said. 
The Witness: That is not what I said. 

By Mb. Dickinson: 
" Q. AVTiat is it? 

A. I will make the statement again. We quit because 
there was more money in selling other things than rails. We 
made other things on the same mill rails were made on. 

Q. And on account of the price of rails you went out of 
the rail business ? 

A. Exactly right. 

Q. That did not lower the prices of these other things that 
you were making, or reduce them to the same low standard of 
profit? 

A. It did not; not at that time. Otherwise we would not 
have made the change. We converted our rail mill to other 
uses. There is the whole story, putting it in another way. 

Q. What year did you get out of the rail business ? 

A. 1907. 

Q. What tonnage of rails did you make in 1906? 

A. I came into the Republic Company in 1906, and we 
had, according to my recollection, 50,000 to 60,000 tons of 
rails on our books which I did not care to produce, because 
I saw possibilities of making money on something else • so I 
replaced those contracts; in other words, I bought the rails 
from other producers, and satisfied my contracts, and changed 
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the rail mill into a sheet and tin bar mill. That was in the 
early part of 1907, according to my recollection, or the latter 
part of 1906. 

Q. When was the last year that you know that that mill 
produced standard rails? 

A. They produced some rails just before I came into the 
company; a small tonnage. 

Q. In 1906? 

A. 1906. 

Q. Do you know the tonnage? 

A. No ; I don 't remember the exact figures. 

Q. Standard rails, were those? 

A. Oh, yes-; the mill was at the time a very modem mill. 

Q. Do you have a constant price at which you sell your 
customers at the same period of time — that is to say, do you 
sell to all customers, allowing difference in freight, at the 
same price? 

Me. Lindabuky: We object to that as not cross examina- 
tion. 

Mr. Dickinson : I think it is. He said they would have 
to sell at different prices to customers, and they would com- 
plain, and I want to know what the faxjts are. 

The Witness: I have no objection to answering the ques- 
tion. 

Mr. Lindabuey: But I want my objection noted. It makes 
it Government testimony, and I am glad that they should 
have it. 

The Witness: There is no reason why I should not give 
it, if you want an answer. 

By Mr. Dickinson: 

Q. What is your answer? 

A. We do not have uniform prices. 

Q. You do not have uniform prices? 

A. We do not. 

Q. That is to say, you sell at some 

A. (Interposing) We might have, but as a general fact, 
we do not. 
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Q. You sell to some customers at one price and to other 
customers at another price? 

A. Varying with the size of the order, the quality and 
the character of the service we are expected to render, natur- 
ally. 

Me. Lindabuby : With your permission, Judge, I will with- 
draw my last objection. 

Mb. Dickinson : You have a right to do that without my 
permission. 

By Mb. Dickinson: 

Q. Do you send out prices to your agents over the coun- 
try? 

A. We have no agents, in the sense of agents; we have 
our own offices. 

Q. You have traveling men? 

A. We have traveling men, and our own branch sales 
offices. All of our people are salaried people, direct repre- 
sentatives, employees of the company. 

Q. Do you send out to them prices at various times at 
which they are to sell these various products? 

A. We do, as a general rule. 

Q. Do you send to them a uniform price? 

A. We do not handle it in that way. We give minimum 
prices below which they shall not go, and allow them to use 
their intelligence in getting all above they can. 

Q. That minimum is the same, is it, for all of them? 

A. Naturally it would be. 

Q. I am just asking whether it is or not, Mr. Topping. 

A. Generally speaking, it would be the same, based on 
cost. 

Q. That is to say, then, contemporaneously you give each 
one of those authorized to sell for you, no matter where they 
are situated, the same minimum price? 

A. We give them the same latitude; in other words, the 
same general base, which represents a minimum below which 
they must not go, as it might involve a loss. 

Q. Have you got those minimum prices in your records 
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for tlie various periods running back over a period, say, since 
you have been there? 

A. I think we have. 

Q. Will you make out a statement and show what those 
are, and file it? 

A. I don't know whether I want to file our minimum 
prices. 

Q. Well, if you do not, I will have you bring your books. 
I thought I would save you that much trouble. 

Mr. Lindabuey : We shall advise the witness that he is not 
under obligation either to make such a list or to bring his 
books, if he feels that it would be injurious to his business. 

The Witness : That is the whole thing. There is nothing 
in it ; there is no reason why I should not. We have, I would 
say, records of all of our prices, our minimum price lists that 
we have issued from time to time to our people. We usually 
make a practice of destroying old records after three or four 
years, when they become obsolete; but I think such a list 
could be compiled, if it is obligatory on us to do it ; but I did 
not know that the Republic Iron & Steel Company was under 
examination, and that we would be called upon to expose our 
private affairs in that manner. I will take advice of counsel, 
and if I am compelled to do it, I will do it ; otherwise I would 
not. 

By Me. Dickinson: 

Q. All right. Will you take advice of counsel and notify 
me whether you will do it or not? 

A. Yes. 

Q. How far back have you got those prices? 

A. I don't know. 

Q. You have them several years back, have you? 

A. I can answer that definitely when I examine the re- 
cords. I could not tell you that now. 

Q. When did you last destroy any records of that sort? 

A. I don't know. 

Q. When did you last authorize any records of that sort 
to be destroyed? 

A. I do not authorize them at all. Our treasurer and the 
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man who has charge of our records after they become obso- 
lete, destroy them rather than pile them up. 

Q. When did you last have any information as to the 
destruction of such records ? 

A. The last information was the flood of last spring. We 
had a very severe flood in our general office storage at Youngs- 
town, and a great many records were destroyed by water and 
flood and burned up since. To what extent any of these things 
woxdd be involved I could not tell you offhand. There was 
about three or four feet of water all over our plants, and in 
our first story half-way up, our office building, in March, last 
year. 

Q. Can you give, from memory, any of those prices ? 

A. I can not. 

Q. None of them, for any period within the last three or 
four years? 

A. No. It is too big a list to carry in one's mind, and 
there are too many other things to think about. 

Q. Do not some of these minimum prices extend over 
considerable periods of time — ^months at a time, or even 
longer ? 

A. No. Our instructions change with market conditions 
from time to time, with competition, conditions of trade. You 
can not have uniformity in a schedule of prices. 

Q. Was your minimum price based on Pittsburgh de- 
livery? 

A. It usually is based on a theoretical Pittsburgh base, 
so as to calculate freights from that point. 

Q. Was the minimum price the only general price that you 
gave to your sellers? 

A. What do you mean by that? 

Q. What I mean to say is : did you simply furnish them 
with a price below which they were not to go, or did you. 
from time to time, furnish them with prices at which, until 
further advices, they were to sell? 

A. The usual instructions would be that we issued a sched- 
ule of prices, which would represent the minimum. The 
minimum would be subject to such change from time to time 
as the general sales agent might authorize a branch salesman 
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to make, if the branch salesman reported that the minimums 
he had were not sufficient to reach the business. That is 
variable. The records would not be correct as representing 
just what prices we obtained for our goods during that period 
of time. I do not want to convey that thought. 

Q. I understand. 

A. It only conveys information as to the instructions. 

Q. That is what I want. 

A. There is flexibility m the selling operation, necessarily. 

Q. Sometimes you got above that, I suppose? 

A. Sometimes we got above that, and sometimes we got 
below it. 

Q. Sometimes above and sometimes below? 

A. Naturally. 

Q. That would be a matter of special authorization? 

A. No. That would be a matter of negotiation. 

Q. Negotiation by issuing an authority given by some- 
body higher up, would it? 

A. Unless he exercised his own authority that he would 
have given him in that broad general way. He does not have 
to have authority to get more than the minimum. 

Q. But if he went below? 

A. If he went below, he might have to have authority. 

Q. That is what I mean. 

A. And that would not be a matter of record. 

Q. But that would be a matter of special authorization? 

A. That might be by telephone, that might be by telegraph, 
t might be by verbal instruction; so that it might not be of 
'ecord where it went below. 

Q. You say those minimum prices were based both upon 
iost and market conditions ? 

A. I said that our prices would naturally be influenced by 
he conditions of cost of production from time to time, and 
ilso the market conditions. 

Q. Was there any constant method in treating that? 
A. No; there could not be, because it is a variable influ- 
nce. Cost conditions change and market conditions change. 

Q. And you do not know how far cost controlled and 
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how far market conditions controlled in fixing the minimum 
at any particular time? 

A. No. Naturally both would. Both would be factors of 
influence. ' 

Q. Do you know that wire companies generally sell their 
products all over the United States? 

A. My knowledge of the wire business is gained entirely 
from contact with wire people. For instance, the Jones & 
Laughlin people, who make wire, also make other thiugs that 
we make. Mr. Donner's concern makes wire, and Mr. Camp- 
bell's concern makes wire, and the relationship and contact 
with them in our natural operations in the market, discus- 
sions that we have when we meet each other occasionally, or 
wherever we happen to come in contact, on the railroad train 
or in the hotel or elsewhere — in such instances as that we 
naturally exchange views, as you lawyers do on matters of 
common interest; and we gain a great deal of knowledge of 
each other's practice in that general way. My knowledge of 
the wire business is entirely of that indirect character. I 
am not in the wire business. 

Q. You are not in the wire business? 

A. I am not in the wire business, and I am not qualified 
to speak as a wire expert. 

Q. Where is your market for tin plate bars? 

A. West Virginia and Ohio and Pennsylvania, princi- 
pally. 

Q. Do you sell in the Chicago district? 

A. No. 

Q. Nor west of the Mississippi river? 

A. No. There is very little produced out there. 

Q. Where is your market for billets? 

A. At the present time we sell very few billets. 

Q. Do you sell any in the Chicago district? 

A. No. 

Q. In the Pittsburgh district? 

A. A few; not many. 

Q. None west of the Mississippi Eiver? 

A. No. There is a very narrow market for billets. The 
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billets that are sold chiefly are forging billets, used by the 
forgers to hamraer into car axles. 

Q. Where is your market for tubular goods 1 

A. All over the United States. 

Q. Where is your market for skelp? 

A. That is within the Pennsylvania and Ohio district prin- 
cipally. 

Q. And none in the Chicago district? 

A. Some in Chicago, yes. 

Q. None west of the Mississippi Eiver? 

A. No. There are no tube works west of the Mississippi. 

Q. But some people sell west of there? 

A. But they do not buy skelp. Skelp is used for making 
pipe. We sell quite a large tonnage of skelp in Chicago. 
There is one large tube works there, the Mark Manufacturing 
Company. 

Q. Are there no pipes made in St. Louis'? 

A. None. 

Mr. Dickinson : That is all. 

REDIRECT EXAMINATION 
By Mb. Lindabury: 

Q. Have other manufacturers besides your company dur- 
ing the last ten years diversified their production to a con- 
siderable extent? Has that practice, I mean, been rather 
general in the steel industry? 

A. Yes. 

Q. And formerly did they sell a larger proportion of semi- 
finished materials than they do now? That is, has the prac- 
tice of making finished material and selling that grown gen- 
erally? 

A. I do not think there has been any material change in 
that respect, Mr. Lindabury. 

Q. You spoke of there not being very much of a market 
for billets? 

A. The principal change would be of another character, 
Mr. Lindabury. 

Q. What would that be? 

A. In the early days, before the large independent con- 
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cems had grown to their present size, many of them bought 
the raw materials and finished them. Now most of them are 
engaged in the production of their own raw materials and 
are finishing them. With the increased production of raw 
material they have, naturally, reached out in new lines and 
diversified somewhat. For instance, the Jones & Laughlin 
Company have added wire, sheet and tin plate within the 
last few years to their capacity. 

Q. Has that broadened the market of the steel companies 
generally for their products — that is, extended the area? 

A. That would naturally be the influence, because some 
of the old products might not be distributed in markets where 
some of the new products would be distributed. The de- 
mand is not always the same in the same localities. Dif- 
ferent localities require different things, in other words, and 
naturally would; so, to that extent, I should say the markets 
would be broadened. 

Q. When was it that you made that out in the price of 
bars that you alluded to? You did not give the date. 

A. No, I did not. 

Me. Dickinson: 1909, wasn't it? 
The Witness: 1909, I think. 

By Mr. Lindabijey: 

Q. Was it 1909? 

A. I think it was. 

Q. Or was it 1911? Was it, or not, the cut that 

A. (Interposing) 1909, I think it was. 

Q. Tell me whether or not it was the cut you testified to 
when you were a witness for the Government, of which you 
said you gave notice to other manufacturers? 

A. It was. 

Q. You said you met some of them at some meeting or 
other, and informed them, and published, immediately after- 
wards, a notice in the newspapers? 

A. That was the incident I referred to. 

Q. That was the one you referred to this morning? 

A. Yes. 

Me. Lindabuey : That is all. 
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EECBOSS EXAMINATION 

By Me. Dickinson: 

Q. Will you advise Mr. Colton just as soon as you can 
whetlier or not you will produce those prices that we called 
for? 

A. Yes, sir. 

Q. I suppose you want to have an opportunity of seeing 
your counsel, do you? 

A. I naturally would; yes, sir. 

Q. Is he here ia New York? 

A. He is. 

Q. Can you advise us this afternoon? 

A. I am not sure that I could get in touch with him this 
afternoon. 

Q. At any rate his address is Room F 

A. (Interposing) Simpson, Thacher & Bartlett are our 
general counsel; Mr. Tom Thacher is the man. 

Q. Mr. Colton 's address will be Room F, ninth floor, St. 
Paul Building. 

A. I will have Mr. Thacher get in touch with Mr. Linda- 
bury, and he will get the information to you through Mr. 
Thacher. I shall probably have to go out of town, and I 
will get the information either directly or indirectly to you, 
so that you will have it. 

Mk. Lindabtjey: I will send Mr. Thacher, if yOu wish, a 
copy of this testimony as soon as it is written out. 
The Witness: Yes. 

By Me. Dickinson : 

Q. I want the information from the time you became con- 
nected with the Republic Company down to date. 

A. I am quite sure that I cannot give you that. I can 
say that positively now, because I know the records have been 
destroyed, some of them. 

Q. Well, get what you have, and if you have not any, give 
an explanation of it, will you? 

A. Yes; and if I do not produce the records, it wUl be 
because the records have been destroyed in the flood of last 
spring, which was a very disastrous one in the Ohio Valley 
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and, as everybody knows, onr office was submerged at the 
time, and we lost a great many records. 

Q. Do you mean to say that if you do not produce the 
records for which I am asking 

A. (Interposing) If I do not produce the goods, it will be 
because they are not to be had. 

Q. Or because you decline to do it? 

A. Or because I decline to do it by advice of counsel. 

Q. One way or the other? 

A. One way or the other, yes. 

Mb. Dickinson : That is all. 

Mr. Lindabuey : That is all. 



STIPULATION. 

M-R. Lindabxjby: In answer to the request of counsel for 
the Government, I wish to say that we have procured and 
I now have in my hand the original of the agreement of Feb- 
ruary 14th, 1899, between the Carnegie Steel Company, liin- 
ited, and the Pressed Steel Car Company, a copy of which is 
printed in Government Exhibits, Volume III, at pages 1201, 
etc. A comparison shows that, saving two or three altogether 
unimportant typographical errors, the copy is correct,, except 
that the signatures are not attached. 

The signatures are as follows: 

"The Carnegie Steel Company, Limited. 
Alexr. E. Peacock, 

Manager. 
F. T. F. Lovejoy, 

Manager. 
"Pressed Steel Car Company. 
Chas. T. Schoen, 

President. 
"Witness as to all: 
"F. N. Hoffstot, 
"Henry W. Oliver." 

Mb. Lindabury: It is stipulated that the copy may be 
used instead of the original, and that it is authentic. 

(Whereupon an adjournment was taken until Friday, Feb- 
ruary 20, 1914, at 10 o'clock a. m.) 
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ONE HUNDEED AND SIXTY-SECOND DAY 

Empire Building, 
71 Broadway, New York, 

Friday, February 20, 1914. 
Before Special Examiner Henry P, Brown. 

Present on behalf of the United States, Mr. Dickinson and 
Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabury, Mb. 
Severance, Mb. Bolling and Mr. Kellogg. 



WILLIAM H. DONNEE, 

a witness previously sworn on behalf of the United States, 
was recalled on behalf of the defendants and testified further 
as follows : 

DIEECT EXAMINATION 

By Mr. Lindabury: 

Q. You were a witness in this case for the Government 
and were examined at Pittsburgh in October, 1912? 

A. Yes. 

Q. Are you still president of the Cambria Steel Company? 

A. Yes. 

Q. What are the principal productions of that company? 
I do not want more than a half a dozen of their chief products. 

A. We make billets, bars, rails, structural material, plates, 
rods, wire, nails and fabricate some buildings and bridges. 

Q. Has the production of that company increased any 
smceigOl? 

A. Yes. 

Q. To what extent! 

Mr. Colton: I object to the witness giving anything in 
regard to 1901 as obviously based on hearsay, he not being 
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coimected with the company at the time and not shown to 
have any knowledge of the company as it existed in 1901. 

By Me. Lindabuey : 

Q. In view of that objection I will ask you if the Cambria 
has kept records of its production? 

A. Yes. 

Q. Are you familiar with them? 

A. I have the records of the production for each year, 
yes. 

Q. And you have become familiar with that in the course 
of business, have you? 

A. Yes. 

Q. And in performance of your duties as president of that 
company? 

A. Yes. 

Q. You may now answer the question. 

Me. Colton : I renew the objection on the ground that it 
is based upon records not produced, and the witness is in- 
competent to testify in regard to the same. 

Me. Lindabtjey : You may answer. 

The Witness : Our tonnage in gross tons in the year 1901 
was 484,011 tons ; in 1912 it was 1,038,634 tons ; that is sales. 

By Me. Lindabuey: 

Q. In the various forms in which you sold the products? 

A. Yes, in 1913 our sales were a little more than a mil- 
lion tons. I have not those figures with me, but I can give 
them to you later in the day if you desire. 

Q. No. Have you the figures for any other year ? 

A. Yes. 

Q. I do not want all the years, but if you can give some 
intermediate years. 

Me. Colton : The same objection for every year prior to 
1912, which is the first year that the witness was connected 
with the company. 

Me. Lindabtjey: Proceed. 
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The Witness: In 1902 it was 580,688 tons; in 1904 it was 
427,329 tons. 

By Mr. Lindabury: 

Q. Can you give another year or two between then and 
1912? 

A. In 1907 it was 717,739 tons. 

Q. Do you happen to have 1908? 

A. Yes. 

Q. Please give it. 

A. 1908 was a bad year. It was only 325,316 tons. 

Q. Have you 1909 and 1910? 

A. In 1909 it was 646,693 tons. 

Q. Have you 1910 or 1911? 

A. In 1910 it was 783,085. 

Q. And 1911? 

A. In 1911 it was 656,382. 

Q. In what year did you become president? In 1911, was 
it? I remember you had not been president very long when 
you were examined in Pittsburgh. 

A. I became president in 1912. 

Mr. Colton: Would you let the month appear there? 
September, 1912? 

By Mr. Lindabury: 

Q. Tell us, if you remember. 

A. I became active in the summer of 1912 and was elected 
president in September, as I recall. 

Q. Where is your market, that is, the market for your 
products ? 

A. We ship practically all over the United States. 

Q. That is enough. 

A. And do some business in Canada. 

Q. That is all I wanted. Now, to what extent is the Cam- 
bria Steel Company integrated? 

A. We own our ore and fuel coal and coking coal, al- 
though we buy some coke. 

Q. Do you own all processes of manufacture from the ore 
up? 
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A. Yes. 

Q. Have you any reserves of raw material; that is, ore 
and coke? 

A. Yes; we have large reserves. 

Q. Where are your ore properties? I do not want the 
details, of course. 

A. Our principal ore properties are in the Mesabi Range, 
although we have ore properties in Michigan. 

Q. What are the leading mines in the Mesabi Eange, that 
is, those producing the largest quantity of the best ore ; lead- 
ing ones in the sense of both quantity and quality of produc- 
tion is what I mean ? 

A. The Stephenson Mine of Corrigan & McKinney is a 
very large mine and has been a very productive one. M. A. 
Hanna & Company own and control several very large mines. 
Of course the Steel Corporation has a number. Jones & 
Laughlin have several very good mines. Eogers, Brown & 
Company own the Susquehanna, a very large mine. The 
Eepublio Iron & Steel Company have several very large 
properties, the Lackawanna Steel Company own properties, 
and the Inland Steel Company has several mines. 

Q. That will do; you need not pursue the narration any 
further. You know, of course, the HuU-Eust Mine? 

A. Yes; that is adjacent to the Mahoning, in which we 
have a half interest. 

Q. In which do you have a half interest? 

A. The Mahoning. 

Q. Is or not the HuU-Eust one of the leading mines ? 

A. Yes. 

Q. And one of the most productive? 

A. One of the largest and most productive. 

Q. How does the Mahoning compare with it? 

A. I would think the Mahoning was just about the equal 
of it ; they are about on a parity. 

Q. They are both at Hibbing, are they not? 

A. They are both near Hibbing. 

Q. How near to each other are they? 

A. They are adjacent to each other. 
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Q. The Steel Corporation owns the Hull-Rust mine, does 
it not? 
A. Yes. 

Q. And you own a half interest in the Mahoning? 
A. Yes. 

Q. Who owns the other half — one or more concerns? 
A. The Bepublic Iron & Steel Company, M. A. Hanna & 
Company 

]\Ir. Colton : That has been proved half a dozen times, Mr. 
Lindahury. 

Mr. Lindabtjey : I only wanted to know whether it was one 
concern or several that owned the othe^ half. 

The Witness: (Continuing) The Andrews Hitchcock 
Company and the Steel Corporation. That concludes the 
ownership. 

By Mr. Lindabxtry: 

Q. Yes. I did not mean to go into it in detail. How many 
years' siipply of ore have you in reserve? 

A. We have, I would say, upwards of 50 years. 

Q. How does the quantify of ore in the Lake Superior 
region now in sight compare with the amount in siglit in 
1901? 

A. It hks been very largely increased, although there is 
an effort now being made to restrain any increase, on account 
of the severe taxation that is taking place. 

Q. Increase in what? 

A. In tonnage in sight. 

Q. That is, in development? 

A. In development, yes. 

Q. You mean that there is an increase in the amount of 
ascertained and developed ore, notwithstanding all that has 
been taken out in the intervening period? 

A. Oh, yes, sir. There has been a very large increase, 
and there has been a new range discovered that has a great 
many millions of tons. 

Q. Do you mean that there is moi'e ore now in sight, not- 
withstanding all that has been taken out, than there was in 
sight in 1901? 
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A. Yes, sir. 

Q. And very much more, did I understand you to say? 

A. Very much more. 

Q. Have the developments or discoveries continued down 
to the present time? 

A. Yes, sir. 

Q. Have there been any since you were on the witness 
stand in October, 1912? 

A. I know that the Cuyuna range has been developed con- 
siderably since that time, and there have been also large de- 
velopments in Michigan since that time. 

Q. Have the latter been important? 

Me. Colton : I object to that as leading. 
The Witness: Yes, sir. 

By Mb. Lindabuby: 

Q. Perhaps it is leading. How impoi-tant have they been? 

A. There have been several quite large developments in 
the Michigan field, one rather notable one on the Gogebic 
range that is a stripping proposition. 

Q. What do you mean by that? 

A. I mean that there has not been, prior to this recent 
discovery, to my knowledge, a stripping proposition on the 
range of high grade ore. There were low grade propositions, 
like 40 per cent, ore, or something about that analysis. 

Q. Have there been any changes in the facilities or ac- 
quirements of the leading competitors of the Steel Corpora- 
tion since 1901 which have tended to their advantage from a 
competitive point of view? 

A. I do not believe I understand just what you mean. 

Q. Have or not the leading competitors of the Steel Cor- 
poration since 1901 increased their capacity or further in- 
tegrated, or added to their holdings of ore or coke ? 

A. Oh, yes, sir; there have been a great many new prop- 
erties secured by the other companies, and a large number 
of developments in both the coking regions and the ore 
regions. 

Q. And what would you say as to their progress, if they 
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have made any, in the matter of integration and diversifica- 
tion of products? 

A. I think all of the companies, have expanded and im- 
proved their plants and strengthened their holdings of raw 
material. 

Q. In yonr testimony for the Government, referring to 
Jones & Laughlin, the Lackawanna, Cambria, the Eepublic 
and perhaps others, you stated as follows: 

"I do not think that there is any one of those companies 
that could not compete with the United States Steel Corpora- 
tion, and compete successfully." 

You were not then asked to give your reasons for that 
opinion. Be good enough to give them now. 

A. It is a very simple proposition to build a furnace and 
steel plant or finishing mills fully the equal of the Steel Cor- 
poration's, and labor can be employed at exactly the same 
price, and there is absolutely no difficulty in producing the 
various products at practically the same cost. 

Q. Has the Steel Corporation any such advantage, owing 
either to its size, the extent of its integration, or any other 
circumstance, as would enable it to put its competitors out 
of business, did it choose to do so? 

A. No, sir. It would be impossible for it to do so without 
committing suicide. 

Q. Why? 

A. Well, their product is practically sold in this coun- 
try — of course they do a small export business — ^but they sell 
to the same people that we do, and we sell to the same people 
that they do, and if they would make prices so low that we 
could make no profit on it, there would be nothing left for 
the Steel Corporation ; and if they would undertake to put us 
out of business by selling below our cost, they would be sell- 
ing below their cost, so that I can not see how it would be 
possible for them to put a well-managed concern out of busi- 
ness. 

Q. Could the Steel Corporation confine any destructive 
varfare which it might undertake to any one competitor? 
In other words, could they wage a warfare against the Cam- 
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bria or Jones & Laughlin or any of the other considerable 
concerns without involving the rest of their competitors? 

A. No, sir; that would be impossible. 

Q. Could they confine any warfare that they might under- 
take either against a single competitor or against all their 
competitors to any particular locality? 

A. No, sir; because the markets are all affected in sym- 
pathy, and if the price was made below cost in one market 
only we would go to the others ; we would seek other markets. 

Q. Why do you say that the Steel Corporation could not 
make war against one competitor only without involving the 
rest of them? 

A. Because, for instance, we all sell to practically the 
same class of trade, to the same customers. We sell to many 
people who buy from Jones & Laughlin and the Steel Cor- 
poration and the Republic and the Inland Steel Company 
and various other companies, so that it would be impossible 
to pick out the customers of any one manufacturer, and you 
cannot affect the price in one market without affecting it in 
all the other markets in the country. 

Q. Has the ability of the Steel Corporation to resist any 
such warfare increased since 1901 ? Are they any better able 
to take care of themselves in such a warfare now than they 
were in 1901? 

A. No, sir ; I would say that they are not. I do not fear 
the Steel Corporation as much as I fear other competition. 

Q. What other competition? 

A. I mean foreign competition. 

Q. Why? 

A, Well, foreign makers can build their plants lower than 
the Steel Corporation or lower than we can; they employ 
cheaper labor than we can secure, and they have lower rates of 
freight from many points than either the Steel Corporation 
or ourselves; that is, from seaboard. For example the rate 
of freight from New Orleans to Cincinnati is 12^/2 cents per 
hundred, and from Pittsburgh it is 15 cents per hundred. 

Q. From Pittsburgh to where? 

A. To Cincinnati. 

Q. Will you give those rates again? 



WILLIAM H. DONNBB. 12037 

A. The rate from Gulf Ports, either Galveston or New 
Orleans to Cincinnati is 12^2 cents per hundred pounds. 
There is no duty on billets or nails and some other steel pro- 
ducts, and the rate of freight from Johnstown is 16i/^ cents 
and 15 cents from Pittsburgh to Cincinnati. 

Q. What is the freight from Cincinnati to New Orleans 
going the other way? Is that equally low? 

A. No, the railroads make a rate — I have a memorandum 
here. The all rail rate from Pittsburgh to Galveston is 56 
cents a hundred pounds ; from Galveston to Pittsburgh 27% 
cents a hundred pounds. 

Q. The latter being what is known as the import rate? 

A. The latter being known as the import rate. 

Q. Do the railroads maintain export rates as well as im- 
port rates? 

A. Yes. 

Q. I am speaking generally now ? 

A. Yes; the railroads maintain some export rates. 

Q. And are they lower than the domestic rates? 

A. Yes, they are lower than the domestic rates. 

Q. But they also maintain import rates? 

A. Yes; the railroads in this country maintain very low 
import rates to a number of points. 

Q. Do you know whether the railroads of any other pro- 
ducing country do that? 

A. No, sir ; the German Government and the German rail- 
roads help for the export of finished products, but they charge 
the full domestic rate for any finished product that is im- 
ported. 

Q. You have spoken of the development of the Cambria 
Company; can you tell me generally the extent of the de- 
velopment of other steel producing plants competing with the 
United States Steel Corporation since 1901? 

A. Yes, there has been a very large development in the 
Lackawanna Steel Company. I could not tell you the per- 
centage in tons, but it has been very large. And the Pitts- 
burgh Steel Company at Monessen has sprung into existence 
since that time. That was first a rod mill, and that was dou- 
bled ; they have gone into the tube business and have built a 
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very large plant, and during the past year they have com- 
pleted two blast furnaces. The La Belle Iron & Steel Works 
has grown to be quite a plant. The Eepublic Iron & Steel 
have expanded and grown very largely during that period. 
The same is true of the Inland Steel Company and the Alle- 
gheny Steel Company, the Youngstown Sheet & Tube and 
Jones & Laughlin. There are probably others that I do not 
recall at this moment. 

Q. Do you sell your productions as far west as Denver, 
Colorado? 

A. Yes. 

Q. And as you have already stated, generally throughout 
the United States? 

A. Yes. 

Q. You sell on the Pacific Slope also, do you? 

A. Yes ; we sell some goods also on the Pacific Coast. 

Mr. Lindabury: You may cross examine. 

CROSS EXAMINATION 
By Mr. Colton: 

Q. Is Mr. Edward T. Stotesbury, a member of the firm 
of J. P. Morgan & Company, still a director in the Cambria 
Steel Company? 

A. Yes. 

Q. Do you know that Mr. Frick has large stock holdings 
in your company? 
A. Yes. 

Q. And do you know he is a director in the United States 
Steel Corporation? 

A. Yes. 

Q. You spoke of the Steel Corporation doing a small ex- 
port business. Do you know about what that small export 
business of the Steel Corporation amounts to? 

A. I meant a small percentage of their business It is 
a large business as a whole, but I think it is comparatively 
small, the percentage, to their entire business. 

Q. About what percentage ? 

A. Oh, I would say less than 20 per cent. 
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Q. Well, do you know anything about what per cent, it is? 

A. In percentage I do not, but I would guess that it was 
between 15 and 20 per cent. ; some years probably less. 

Q. Less than fifteen per cent.? 

A. I think some years it would be less than 15 per cent. 

Q. Do you know what the tonnage was last year of Steel 
Corporation exports? 

A. I have heard the tonnage, but do not just recall the 
figures. 

Q. Its tonnage in 1912 in export business was about two 
or three times your total sales was it not; at least that much? 

A. In what year? 

Q. In 1912. 

A. I would think it was possibly a couple of million tons. 
It might be three million tons, but I do not think it would 
amount to three million tons. I do not believe it would 
amount to hardly two millions; I do not think it would 
amount to two millions. I have seen those figures, but I do 
not just recall them. They have a considerable export busi- 
ness when you compare it to our business, but in proportion 
to their business I would regard it as a small part of it. 

Q. You mean as compared to your total business or as 
compared with your export business? 

A. As compared to our total business. Our export busi- 
ness is practically nothing. We cannot afford to have 
agencies all over the world the same as the Steel Corpora- 
tion; we are entirely too small. 

Q. They have a much greater market than you have ? 

A. No; they haye a very much larger organization than 
we have and are large enough so that they can afford to have 
offices all over the world, whereas we could not afford it. 

Q. They take advantage of market conditions all over the 
world? 

A. Yes. 

Q. And you are not in a position to take advantage of 
market conditions all over the world? 

A. It would be impossible for any concern as small as the 
Cambria to maintain agencies all over the world, because 



12040 WILLIAM H. DONNEK. 

there are only certain periods in which it would be possible 
for us to do business all over the world. 

Q. What agencies, if any, do you maintain outside of the 
United States and Canada? 

A. None whatever. 

Q. Wbat agencies do you maintain in Canada? 

A. We have an agent in Montreal I think now. I would 
not be positive whether his headquarters are in Montreal 
or Toronto, but I think they are in Montreal. 

Q. Have you got any other agency outside of the United 
States? 

A. No, sir. 

Q. Do you know what it costs the United States Steel 
Corporation to produce pig iron at the South Works in Chi- 
cago? 

A. No, sir; not exactly. It would depend upon how you 
figure their raw materials. 

Q. You do not know their cost, then, at the South Works 
in Chicago? 

A. I know very close to it. 

Q. Do you know what the original cost of their ore was 
to them, that they use at the South Works in Chicago? 

A. I know parts of it. 

Q. What was the original cost of their ore per ton, on an 
average, used at the South Works in Chicago, and when did 
they buy it? 

A. I would not want to state their average price. You 
can secure that very much more accurately than I can give it 
to you. 

Q. You do not know it, do you? 

A. I know it approximately. 

Q. Give it, then, if you know it approximately. 

A. In order to do that you would have to give me time to 
figure the freights, the lake freights, and the cost of mining 
and the percentages. I could not give you my own costs, off- 
hand. 

Q. In the first place, will you give me, if you know, the 
cost of the fee ore to them, used in the Chicago Works, or in 
any of the other works, and when they got it? 
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A. The way you are asking tlie question, it would be im- 
possible for me to answer. Tbe Steel Corporation owns 
mines throughout the Mesabi range and throughout Michi- 
gan, and their cost of mining in their different properties 
would vary materially, and I could not tell you from which 
mine they would ship to their Chicago works. 

Q. Can you give the original cost per ton of their fee ore 
in the Mesabi range, to them? 

A. No, sir; I could not. 

Q. You do not know it, do you? 

A. I have never taken any pains to separate their fee ore 
from their other. I think their fee ore would be compara- 
tively small. 

. Q. You do not know the total cost of the ore that they ac- 
quired in the Mesabi range, do you? 

A. The total cost in dollars? 

Q. Yes; to them. 

A. No, sir; I do not recall. 

Q. Do you know the royalties that they pay? 

A. They vary so much that it would be impossible to an- 
swer that question. 

Q. Then you don't know? 

A. I know a great many of them, yes. 

Q. Give all of them that you know. 

A. The lowest royalty that I know of is 12i^ cents a ton. 

Q. Which mine is that, of the Steel Corporation? 

A. No ; I think I know of some that are ten cents a ton. 

Q. Which is that? 

A. But I do not want to separate those mines, because it 
is more than ten years since I looked over any royalties paid 
by different companies. I am interested more particularly in 
what we pay. There has been a great change in the valua- 
tion of ore properties since the increase of shipments from 
the Lake region from ten millions to approximately upwards 
of forty million tons. 

Q. You mean output or shipments, or what? 

A. Shipments. 

Q. Going back to that earlier period — not during the last 
ten years that you spoke of, but prior to that — what mines 
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do you know that the Steel Corporation acquired during that 
period and what rates of royalty did they pay on each of 
those mines, or any of them, if you know a single one? 

A. The Steel Corporation, as I recall, was organized in 
the spring of 1901, and the properties that went into the 
Steel Corporation were formerly owned by the Carnegie Steel 
Company, or rather, the Oliver Mining Company, and the 
Minnesota Iron Company, and one other company known as 
the Eockefeller Company, I believe it was; and those com- 
panies that were early in the field secured very low royalties. 
The value of the Mesabi ore at that time was not thoroughly 
understood or appreciated; it was a soft ore and a new ore 
for furnace men, and royalties were taken at very low 
amounts. In fact, Mr. Hill leased the Mahoning mine, in 
which my company has a half interest, at a royalty ranging 
from 2.5 cents down to I21/2, cents per ton, owing to the quan- 
tity of ore that was mined. 

Mb. Lindabury: When you say "owing to" do you mean 
"based upon"? 

The Witness : Based upon the output of the mine. 

By Mr. Colton: 

Q. From 1901 until 1904 what mines did the Steel Cor- 
poration acquire, whether by lease or by purchase in fee, and 
what royalty did they pay, if you know, or what did they pay 
for the fee, if you know, in the Mesabi range? 

Mr. Severance: Does the question apply only to Mesabi 
purchases, or to all purchases? 

Mr. Colton : To Mesabi purchases, as the question states. 

Me. Lindabury: Objected to as not cross examination. 

The Witness : The only mines that I could tell you posi- 
tively that they purchased during that period would be the 
Sharon mine, which they purchased in fee; the Penobscot 
mine, which they purchased in fee ; a mine which we called the 
Donora mine, which was a State lease, and another mine 
known as the Swinney mine, which was also a lease proposi- 
tion. For these four properties they paid eight and a half 
million dollars in bonds of the Union Steel Company. 
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By Mr. Colton: 

Q. Those mines that you have named, and the only ones 
that yon know about, are the ones that were secured from 
the company that you were connected with at the time they 
were secured; is that correct? 

A. Yes. 

Q. And you don't know what they paid, what royalty they 
paid, on any other mines acquired in the Mesabi range dur- 
ing that period? 

A. No, sir. 

Q. Do you know what royalties they paid on any property 
or mines acquired in the Lake Superior district outside of the 
Mesabi range from 1901 to 1904? 

A. No, sir. 

Q. You spoke of the Oliver Mining Company having ac- 
quired mines when the cost of the mines was low. Will you 
give the rates of royalty and the quantities of ore acquired 
by the Oliver Mining Company, if you know, prior to 1901 ? 

A. They were many millions of tons, but I could not give 
you the exact royalties that they paid on different properties. 

Q. All you know about it is that the rates of royalties in 
general were very much lower than they were upon proper- 
ties acquired subsequent to 1901? 

A. The going rates of royalties prior to 1901 were very 
much lower than they were subsequent thereto ; they are lower 
now, however, than they were six or seven years ago. 

Q. The cost of fee ore prior to 1901 was lower than the 
cost of fee ore since 1901 ? 

A. Yes, sir ; I would say that it was. There was really no 
market for Mesabi ore for quite a period. It went begging, 
the reason being that furnacemen were able to use but a 
very small percentage of it in the manufacture of pig iron. 

Q. Then you have not any idea of the number of millions 
of tons acquired by the Oliver Iron Mining Company or the 
cost of that ore, have you, to the Oliver Mining Company in 
the first place? 

A. I would say that their royalties range from ten to pos- 
sibly 35 cents, and that their mines— it would be impossible 



12044 WILLIAM H. DONNER. 

for me to estimate. Their cost of mining ore would depend 
very largely upon the different noines. A stripping proposi- 
tion of course costs very much less than an underground 
mine. 

Q. How many of those mines that the Oliver Mining Com- 
pany has did it get at ten cents royalty? 

A. I could not tell you anything about the figures on the 
different mines. 

Q. And you cannot from knowledge tell me anything about 
the percentage of ore that they acquired at a royalty less than 
25 cents, can you? 

A. No, sir; I cannot. 

Q. Is the same thing true of the Minnesota Iron Com- 
pany, with reference to its acquisition of ore? 

A. Yes. 

Q. And as to what you call the Rockefeller Company? 

A. Yes. 

Q. You do not know the name of the Rockefeller's Com- 
pany? 

A. I do not now just recall it. 

Q. You do not know how many millions of tons it had of 
ore? 

A. No, sir ; I cannot recall, but it was a very large amount 
of ore that they controlled. 

Q. Do you know what the Rockefellers' ore cost the United 
States Steel Corporation? 

A. No, sir; I do not. 

Q. Do you know what the Minnesota Iron Company's ores 
cost the United States Steel Corporation? 

A. No, sir; I do not. 

Q. Or what the Oliver Mining Company's ores cost the 
United States Steel Coiporation? 

A. No, sir. 

Q. Do you know what percentage of Mesabi ore the Car- 
negie Company was using in its furnaces in 1897? 

A. No, sir; I don't know the exact percentage. 

Q. Well, do you know approximately the percentage that 
they were using in 1897? 
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A. No, sir ; I would not want to venture on the percentages, 
but very mucli less than they use to-day or have used for a 
numher of years. 

Q. Do you know of any mine secured by the United States 
Steel Corporation in 1901, at or about its formation, other 
than the mines of the Oliver Mining Company, Minnesota 
Iron Company and what you call the Rockefeller Company? 

A. You mean at that time? 

Q. Yes. 

A. May I have that question again? 

(The question was repeated by the stenographer.) 
The Witness: I thinlc the American Steel & Wire Com- 
pany had some ore properties. 

By Mr. Colton : 

Q. Is that all? 

A. Yes, that is all. It is ray understanding that the Min- 
nesota Company was the subsidiary of the Illinois Steel Com- 
pany. Of course, all ore of all the companies going into the 
Steel Corporation went into the company. 

Q. What did the ore of the American Steel & Wire Com- 
pany cost, do you know? 

A. I could not give you any of those figures. 

Q. Now, take the La Belle Iron & Steel Company. What 
mines has it? 

A. I do not just recall the names of their properties; I 
think if I had a Mesabi map I could show you. 

Q. Yfhen did it acquire any one of the different properties, 
if you now know? 

A. I think it acquired its properties along in either 1901 
or 1902, because I remember I had an opportunity of buying 
one of them myself. 

Q. Do you know whether it has bought any since 1901 or 

1902? 

A. I couldn't tell you as to that. 

Q. What was the tonnage in the one that you had an op- 
portunity of buying, do you know? 
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A. It was a comparatively small amoimt at that time, but 
it has been developed into quite a large property. 

Q. Is that the only one that the La Belle purchased that 
you know anything about the cost of? 

A. I could not tell you ; I do not recall what they paid for 
that. We had all the ore that we cared for and did not go 
into the matter very carefully. 

Q. Whom do you mean by "we"? 

A. Well, the Union Steel Company ; I was president of the 
Union Steel Company at that time. 

Q. Then you do not know what the La Belle Company paid 
for any of its ore, do you? If so, state. 

A. I do not recall the exact amount. They were bought 
on a royalty basis, and probably a bonus of $100,000 or 
$150,000, about that amount was usually paid for a lease, and 
then you took your chance of developing the property. Very 
frequently a property might be offered for $100,000 and in 
sixty or ninety days they will want a half a million dollars 
for it, and it would be cheaper at half a million dollars after 
it was developed and known to contain a very great many 
millions of tons than it was before. Sometimes you can buy 
a mine cheaper after it is developed, after the holes are 
drilled, than you could before the holes were put down. It 
would be impossible for me to tell the exact price of mines 
that I was connected with a few years ago. 

Q. Do you know the price of a single ore property, whether 
in royalty or fee of the Le Belle Company, approximately or 
exactly? If you know, state the property and give the rate 
of royalty, the cost of the fee and when purchased. 

A. I cannot give you that exact information. 

Q. Can you give approximately the cost? 

A. I would not undertake to give it approximately. 

Q. Take the Lukens. 

Mb. Lindabtjey : Are we to sit here and undergo a cross 
examination of this witness now in regard to his Imowledge 
of every purchase that every competitor of the Steel Cor- 
poration has made, and when, and at what price, of ore and 
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coke and all their facilities for doing business'? Are we to 
submit to tbat kind of cross examination? 

Mr. Dickinson: I think we are judges of proper cross 
examination from our standpoint. 

Mb. Lindabury: I ask if that is counsel's purpose or idea? 

Mr. Dickinson : We do not intend to pursue it to unreason- 
able lengths, but we think we are the judges of what it should 
be, and not opposite counsel. 

Mb. Lindabury : I grant you are right, in the first instance. 

By Me. Colton: 

Q. Take the Eepublic Company; what ore properties has 
it acquired in the Lake Superior district ; when were they ac- 
quired ; what were the rates of royalty ; what was paid in fee, 
if you know? 

A. I cannot give you that information. 

Q. Or when it got it, if you know? 

A. No. 

Q. Do you know the relative cost of the ore secured by the 
Steel Corporation to it as compared with the cost of the ore 
to the Lackawanna Company? 

A. No, sir. 

Q. Would your answer as to the Republic be the same? 

A. Yes ; I have not gone into the detailed costs of any of 
those companies or their properties. 

Q. What tonnage did you sell during 1913 of plates west 
of the Mississippi Eiver, if you know, and by you I mean 
the Cambria? 

A. West of the Missouri Eiver? 

Q. West of the Mississippi Eiver, in plates? 

A. It is my impression that there are practically no plates 
used west of the Mississippi Eiver. 

Q. Well, did you sell any west of the Mississippi river? 

A. I would not say that we did not, but I can not recall 
that we sold any plates west of the Mississippi river. 

Q. You do not know whether you sold any plates west of 
the Mississippi river or not, then? 

A. I said that I could not recall that we had. I do not 
know of any buyers west. 
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Q. What tonnage of nnfabricated structural steel did the 
Cambria Steel Company sell west of the Mississippi river in 
1913? 

A. I can not give you the tonnage west of the Mississippi 
river in aay one line of product. 

Q. You don't know, then, and have no idea of the tonnage 
of nnfabricated structural steel sold west of the Mississippi 
river by the Cambria Steel Company in 1913? 

A. No, sir ; I can not give you those figures. If you want 
that information, I could work it up for you, but I would 
not undertake to give it offhand. 

Q. If you know that you sold any west of the Mississippi 
river, would you give me approximately the tonnage you sold 
west of the Mississippi river, and where you sold it west of 
the Mississippi river, in plain structural material, in 1913? 

Mb. Lindabury: I object. The witness has already an- 
swered, and offered, beside, to make up the figures and give 
them to the court and Government's counsel within a reason- 
able time. 

The Witness : I can not give you any figures of that kind 
without taking time to prepare them. 

By Mb. Colton: 

Q. Do you know that you sold any plain structural ma- 
terial west of the Mississippi river in 1913? 

A. I know that we did considerable business in St. Louis. 
We maintain an office there. We also have an office in Ta- 
coma and in San Francisco, but just exactly what we sell, I 
can not tell you. I could not tell you that in any one article 
that we manufacture. I shall be very glad to make up figures 
for you if you so desire, in regard to that. 

Q. My question is : Do you know that you sold any plain 
structural material west of the Mississippi river in 1913? 

A. I told you that I could not tell you any one article that 
we sold in those particular sections during that year, but 
that I would be very glad to make up the figures for you if 
you so desire. 
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Q. Do you know what tonnage of plain material, of plates, 
you sold in the Chicago district ; and you may take as the Chi- 
cago district Illinois, Minnesota, and Wisconsin — during the 
year 1913? 

A. I can not give you the percentage of plates, of shapes, 
or any other product we manufacture, in any particular dis- 
trict. I can tell you that about twelve per cent, of our business 
was done in our Chicago office. 

Q. And you don't know what proportion of that was 
bars 

A. (Interposing) Nor any other product. 

Mr. Lindabuey: Has not the witness told you that half a 
dozen times? 

Me. Colton: Yes, but I am conducting this examination 
now. 

Me. Lindabuey : There is some limit, however, to your 
right to ask these questions over and over again. 

Me. Dickinson : I think that the question is proper, and 
I would like to have the Master's opinion on that subject. 

Mr. Lindabxjry: I do not question the propriety of that 
question. I object to its being asked over three or four times. 

I was asked by counsel for the Grovernment to come in 
half an hour early this morning because they were very- 
anxious to get away. I took a good deal of pains to shorten 
my examination so as to accommodate them, only, I find, to 
give opportunity for an interminable and repetitious cross 
examination, with very little relevancy. 

By Mr. Colton: 

Q. Take the States of Alabama, Mississippi and Tennes- 
see : do you know that you sold any structural material in any 
one of those States during the year 1913? 

A. I stated to you that I could not give you the tonnage 
of any article that we manufactured sold in any State during 
the year 1913. 

Q. I did not ask the tonnage, and I ask to have the ques- 
tion read and the witness to direct his mind to the question 
and answer it. 

(The stenographer repeated the question.) 
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A. We have an office in Cincinnati, and do quite a nice 
business there, and it is my impression that some of our 
material went into those States, but I am unable to tell you 
positively. 

Q. You were asked to name some of your principal pro- 
ducts, and you named billets, bars, rails, plates, rods and wire. 
You left out structural steel, did you not? 

A. I don't think I did. We make structural steel. We 
also make axles and forgings. 

Q. That is substantially a complete list of your products, 
is it not — including what you have just mentioned? 

A. Yes ; we manufacture steel cars, too ? 

Q. But you do not have tin plate works? 

A. No, sir. 

Q. Nor sheet works? 

A. No. 

Q. Nor tube works? 

A. No, sir. 

Q. Does your company contract, itself, to build bridges or 
buildings ? 

A. Yes, sir ; we very frequently take contracts of that kind. 
We generally sublet the erection. 

Q. A complete list of your plants consists of blast fur- 
naces, Bessemer converters, open hearth melting furnaces, 
blooming and slabbing mills, rail, structural, plate and billet 
mills, merchant bar mills, wire rod mills, forge and axle 
mills or departments, steel car works, bolt and nut plants, 
splice bar plants, shops for shafting, and that style, and 
shops for wire products? Is that correct? 

A. Yes, sir. 

Mk. Colton : That is all. 

EEDIEECT EXAMINATION 
By Me. Lindabuky: 

Q. Are the low royalties you spoke of and the cheap fees 
acquired in the early days confined to any one concern? 

A. No, sir. 
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Q. Did others besides the subsidiaries of the Steel Cor- 
poration acquire fees and leases in those early days when 
prices were low? 

A. Oh, yes. 

Q. Was that practice general? 

A. Yes, sir. 

Mb. Lindabtjky : That is all. 

EECROSS EXAMINATION 

By Mb. Colton: 

Q. Give all the steel' companies now in operation in the 
United States that acquired ore in the Lake Superior district 
prior to the formation of the Steel Corporation in 1901, and 
what properties they acquired. 

A. I could not pretend to give you a list of the properties, 
but Jones & Laughlin had ore properties, the Lackawanna 
Steel Company, the Cambria Steel Company, the Eogers- 
Brown interests — they are manufacturers of pig iron and I 
think had ore properties prior to the formation of the Steel 
Corporation, although I think several of their large properties 
are of more recent development. Of course Corrigan-McKin- 
ney have been large sellers of ore and they are building a 
steel works now ; and the M. A. Hanna interests have not, as 
I understand, erected any blast furnaces, although they are 
very closely connected ; and I think the same is true of several 
large producers of ore. 

Q. By "producers of ore" you mean merchant ore men? 

A. Yes, sir. 

Q. You do not mean steel manufacturers? 

A. "Well, take Andrews & Hitchcock; they are not steel 
manufacturers ; they are producers of pig iron, and they have 
ore interests, and have had prior to the formation of the Steel 
Corporation. Then there are several interests at Youngs- 
town. Take, for instance, the Brier Hill people. They have 
ore properties that I know they acquired prior to the forma- 
tion of the Steel Corporation. I think, also, W. P. Snyder has 
properties that were acquired before that time, and probably 
some since. 
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I could not pretend to give you a list of that kind with 
any degree of accuracy. 

Q. Those are all the steel companies that you can think of 
that acquired ore prior to the formation of the Steel Cor- 
poration, in the Lake Superior district? 

A. I don't think the Pennsylvania Steel Company owned 
any; they, of course, had ore, but I do not think they have any 
in the Lake Superior district to-day; neither do I think Beth- 
lehem have. They have ore in other directions. 

Q. "Well, you have named, as I understand it, all the steel 
manufacturers that you can think of that you know acquired 
ore in the Lake Superior District prior to the formation of 
the United States Steel Corporation; is that correct? 

A. That I can recall, but I would not undertake to make 
a list of that kind with any degree of accuracy. 

Q. Do you know that Jones & Laughlin acquired any prop- 
erty prior to the formation of the United States Steel Cor- 
poration in the Lake Superior district? 

A. I am' not at all familiar with their business : it is a very 
close corporation. I happen to recall one mine that I know 
they had acquired, and they may have had others. 

Q. What was that mine? 

A. Now that you ask the question I cannot recall it. Let 
us see. Has anyone an ore book here? I can pick it out in a 
moment. The Lake Angeline mine. 

Q. Do you know what percentage of the ore of the Jones 
& Laughlin Company is contained in that Lake Angeline 
mine? 

A. I do not know at all. It is my impression that that 
mine is pretty well worked out, but I would not want to say. 

Q. Take the Lackawanna Company. Do you know a single 
property that they acquired before the formation of the 
United States Steel Corporation, ore property in the Lake 
Superior District? 

A. No, sir, I do not; they were pretty largely interested in 
the Lebanon district prior to that time, and I think acquired 
most of their ore properties after they moved to Buffalo. 

Q. When did they move to Buffalo? 

A. I would not want to state the date. 
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Q. Approximately 1903 or 1904? 

A. I would think about 1900, possibly 1901. 

Q. Then you are not positive that the Lackawanna Com- 
pany acquired any ore in the Lake Superior district prior to 
the formation of the United States Steel Corporation, are 
you? 

A. No, sir; I am not. 

Q. Eogers, Brown & Company are not manufacturers of 
steel, are they? 

A. They are manufacturers only of pig iron, I think. 

Q. What property did Eogers, Brown & Company acquire 
in the Lake Superior District prior to the formation of the 
United States Steel Corporation that you now know? 

A. I cannot give you a list of their properties at all. I 
know that they have increased their holdings of ore in the 
last ten or twelve years very materially. 

Q. Do you know that Eogers, Brown & Company had ac- 
quired any ore property in the Lake Superior District prior 
to the formation of the United States Steel Corporation? 

A. I could not tell you positively, but I think they had. 

Q: Corrigan, McKinney; they have never manufactured 
any steel up to the present time, have they? 

A. No; they have been large manufacturers of pig iron, 
however, and are building an open hearth steel plant now at 
Cleveland. 

Q. Hanna has never manufactured any steel, has he? 

A. I think not. 

Q. Andrews — what is the name of that company? 

A. Andrews-Hitchcock Company. 

Q. What steel does that company manufacture ? 

A. They manufacture pig iron. 

Q. They have not manufactured any steel ? 

A. They do not manufacture any steel; no, sir. 

Q. Do you know any property that Andrews-Hitchcock 
acquired prior to the formation of the United States Steel 
Corporation in the Lake Superior district? 

A. They had an interest in the Mahoning mine, a 12 per 
cent, interest. 
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Q. When did they acquire that 12 per cent, interest in the 
Mahoning mine? 

A. I could not tell you the date, but it was along in the 
nineties. 

Q. You spoke of the Brier Hill people. Do you know of 
any property acquired by the Brier Hill in the Lake Superior 
district prior to the formation of the United States Steel Cor- 
poration ? If so, tell us what that property was. 

A. They were largely interested in the Biwabik mine ; that 
is owned by the Youngstown people. 

Q. Do you know what portion of that mine is owned by the 
Steel Corporation, and what portion of it is owned by other 
people, or who is the owner of that miue? 

A. It is owned very largely by Youngstown people, and 
it is my impression that the Steel Corporation have a small 
interest in it, but they don't control it. 

Q. You don't know how long they have had an interest 
in that mine? 

A. The Steel Corporation? 

Q. Yes. 

A. Since their formation. 

Q. Do you mean they acquired it before their formation 
and have held it since? 

A. I might be wrong about this, but it is my impression 
that the Steel Corporation have a small interest in the Bi- 
wabik mine that was owned by some of the companies that 
they took over when the Steel Corporation was formed. 

Q. Do you know the interests held by the different parties 
in the Biwabik mine at the time of the formation of the 
United States Steel Corporation? 

A. No, sir; I couldn't tell you at all. 

Q. What property did W. P. Snyder have in the Lake 
Superior District prior to the formation of the United States 
Steel Corporation? 

A. I could not tell you the exact holdings of the Eepublic 
Iron & Steel Company or Snyder or any of those companies 
because I have never taken the pains to look the matter up 
at all. 
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Q. You do not know when those properties were acquired 
any more than you have given it to me, do you? 

A. No, sir. 

Q. If you know, what was the average grade of ore being 
shipped from the Lake Superior District in 1901 ? 

A. You mean the average analyses? 

Q. Yes. 

A. I cannot give you those figures, Mr. Colton, but we are 
continually using lower grade ores ; the shipments have aver- 
aged a little lower in the last few years than they did for- 
merly. 

Me. Colton: That is all. 

Me. Lindabxjey : That is all, Mr. Donner. Thank you very 
much. 

STIPULATION. 

Me. Seveeance : It is stipulated that Mr. H. W. McAteer, 
if present, sworn, and testifying as a witness, would testify as 
follows, and it is agreed that the said testimony may have 
the same force and effect as if the witness had appeared per- 
sonally and given the said testimony, subject, however, to 
this objection: 

Me. Colton: I object to the statement as to the capacity 
of the Cambria Company as given by H. W. McAteer on the 
ground that from the statement itself it appears that he has 
only been connected with the Cambria Company for fifteen 
months, and that therefore, and on his own statement, any 
estimate as of December 31, 1911, would be secondary and 
hearsay as far as he is concerned ; and on the further ground 
that the estimate of 405,000 tons was not furnished to the 
American Iron & Steel Institute in the ordinary course of 
its business in collecting iron and steel statistics. 

(The statement referred to in the offer and objection is 
as follows:) 

"That he is, and for fifteen months last past has been, the 
Comptroller of the Cambria Steel Company of Johnstown, 
Pennsylvania, that as such comptroller he has from the 
Books and Records of Cambria Steel Company, knowledge of 
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the plants of said Cambria Steel Company, and the capacity 
of the various mills included in said plants at December 31st, 
1911, that it has been a part of his duties as Comptroller to 
make the reports from time to time to the American Iron & 
Steel Association, and its successor, the American Iron & 
Steel Institute, giving statistics required by said Association 
and said Institute for the purpose of making up their publi- 
cations, and affiant says that the approximate annual ca- 
pacity of the Cambria Steel Company as of December 31, 
1911, of merchant and other bar mill products was 405,000 
tons." 



A. W. VOGT, 

a witness previously sworn on behalf of the defendants, was 
recalled and testified further as follows: 



DIEECT EXAMINATION 

By Mk. Severance: 

Q. You have already testified to your general duties, have 
you not, in connection with the Steel Corporation? 

A. Yes, sir. 

Q. Do you, in the ordinary course of business, receive re- 
ports from the various subsidiaries annually giving their 
capacity in different lines? 

A. Yes, sir. 

Q. Did you receive such a report as of December 31, 1911, 
from the Illinois Steel Company, showing the capacity of the 
Gary plant, so-called, at that time? 

Mb. Colton : Does all this relate to the output of the Gary 
plant? 

Me. Severance : Not output ; capacity. 

Mr. Colton: The capacity of the Gary plant? 

Mr. Severance: Yes. 
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By Mb. Seveeance : 

Q. Have you with you, Mr. Yogi, the report received at 
that time in the regular course of business? 

A. I have. 

Q. Will you produce it for the inspection of counsel? 

A. Yes. (Producing report.) 

Q. Has that report been continuously in your possession 
since about January 1, 1912? 

A. It has. 

Q. What was the bar mill capacity of the Gary plants as 
of December 31, 1911? 

A. The merchant bar capacity of the mills at Gary was 
426,000 tons, December 31, 1911. 

Q. Is that shown in that way on the report that you are 
handing to counsel for his inspection? 

A. It is. 

Q. Does that appear on this report before you in two 
items or one item? 

A. It appears in two items. 

Q. What are the items? 

A. One covering bars, amounting to 384,000 tons, and the 
other, tie plates, amounting to 42,000 tons ; an aggregate of 
436,000 tons. 

Q. Are tie plates rolled in the bar mill? 

A. They are. 

Q. So you add them to the merchant bar capacity shown 
to get the total bar capacity? 

A. Yes. 

(At this point a paper was marked ' ' Defendants ' Exhibit 
No. 229.") 

By Mb. Sevbbance: 

Q. Mr. Vogt, I show you Defendants' Exhibit No. 229, 
headed "Production of the Gary plants during the calendar 
years named below." Who made up that exhibit? 

A. The information shown on this exhibit was gotten up 
by me personally from the original operating records of the 
Gary plant. 
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Q. And those operating records were received by you in 
the due course of business from time to time? 

A. They were, during the years covered by this exhibit. 

Q. Is that a correct exposition of the production of the 
Gary plants in the various lines shown? 

A. Yes, sir; it is. 

Mb. Severance: I offer Defendants' Exhibit No. 229 in 
evidence. 

(The table referred to was thereupon marked "Defend- 
ants' Exhibit (Vogt) No. 229, February 20, 1914" and will 
be found in the volume of Defendants' Exhibits.) 

CEOSS EXAMINATION 

By Me. Colton: 

Q. You have before you the report of the Illinois Steel 
Company on the Gary plant's capacity in various steel pro- 
ducts? 

A. Yes, sir. 

Q. As of December 31, 1911? 

A. That is correct. 

Q. What was its ingot capacity as there reported? 

A. As there reported, the annual ingot capacity is 2,340,- 
000 tons. 

Q. What is its finished product capacity as of that date? 
A. 1,859,000 tons. 

Q. That means finished rolled iron and steel, does it not, 
in tons? 

A. That means finished rolled iron and steel products for 
sale by the Gary plant. 

Q. Some of which are sold in gross tons— or is it all in 
gross tons ? 

A. It is all in gross tons. 

Mb. Colton : That is all. 

Me. Sevebance : That is all. 

Me. Lindabubt: The defendants represented by Linda- 
bury, Depue & Faulks now rest, reserving for two weeks the 
right to call the reporter of the New York Sun who wrote the 
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article published in the Sun on the morning of October 23, 
1907, with respect to the Trust Company of America. 

Me. Dickinson: The reservation is agreed to by counsel 
for petitioner. 

Mk. KeliLogg: As to the defendants represented, by 
Kellogg & Emery, their right to offer testimony is reserved 
for two weeks subject to the pending arrangement of the 
terms of the stipulation which is now under consideration by 
coimsel. 

Mb. Dickinson : We agree to that reservation. 

By consent the further hearings are adjourned until notifi- 
cation by counsel for petitioner, which is to be five days in 
advance of the beginning of proof in rebuttal. 



IN THE DISTRICT COURT OF THE UNITED STATES 

Fob the Distbict op New Jebsey. 



United States of Amebica, 

Petitioner, 

against \ No. 6214. 

United States Stbel Cobpoeation, et al., 

Defendants. 



STIPULATION. 

It is Stipulated between the petitioner and the defend- 
ants John D. Eockefeller and John D. Rockefeller, Junior, as 
between the Petitioner and said defendants in the above 
cause, and for no other purpose, as follows : 

(1) That on April 6th, 1901, both said defendants were 
elected directors of the United States Steel Corporation; 
that on February 2nd, 1904, the defendant John D. Rocke- 
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feller resigned as a director of said Corporation and that 
his resignation was then accepted; that defendant John D. 
Rockefeller had not attended any meeting of the Board of 
Directors of said Corporation and was never a member of 
any committee of the said Board. 

(2) That on March 1, 1910, the defendant John D. Eocke- 
feller, Junior, resigned as a director of said Steel Corpora- 
tion; that his resignation was then accepted and that he was 
never a member of any committee of the said Board. 

(3) That neither of the said defendants, since their respec- 
tive resignations as aforesaid, has had part in the manage- 
ment of the affairs of said Steel Corporation. 

(4) That by July 8, 1908, the defendant John D. Eocke- 
feller had sold all of the stock, preferred and common, of said 
Steel Corporation received by him in 1901 upon his sale of 
stock of Lake Superior Consolidated Iron Mines referred to 
in the Stipulation in this suit, made between the Government 
and the defendants Eockefeller, dated February 28, 1913, and 
on that day, July 8, 1908, and for some time thereafter, he 
owned no stock of said Steel Corporation, either preferred 
or common; that on March 1, 1910 (the date of the resigna- 
tion of his son as a director, hereinafter referred to) he 
owned 7,101 shares, and no more, of the preferred stock of the 
said Corporation, and 18,101 shares, and no more, of its com- 
mon stock; that at present he owns 2,200 shares, and no more, 
of preferred stock of said Corporation, and 200 shares, and 
no more, of its common stock ; and that the largest number of 
shares of such stock he has owned in the period intervening 
between March 1, 1910, and the present time is 7,101 shares 
of preferred stock and 23,700 shares of common stock, out of 
a present outstanding issue of about 3,602,811 shares of said 
preferred stock and about 5,083,025 shares of said common 
stock. 

That the defendant, John D. Eockefeller, does not now 
own, and has not within ten years past owned any stock in 
any of the concerns enumerated as constituent or subsidiary 
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concerns of said Steel Corporation on pages 40, 41, 42, 43, 
44, 45 and 46 of tlie Government Petition in this suit; and 
that said defendant does not own any of the bonds of said 
Steel Corporation or said constituent or subsidiary concerns, 
except as follows, which he now holds : 

U. S. Steel Corporation collateral trust bonds of 
1951, of the face value of $1,398,000 

U. S. Steel Corporation sinking fund 5% bonds, 
of the face value of 429,000 

Union Steel Co. 1st mortgage bonds of 1952, of the 
face value of 650,000 

Tennessee Coal, Iron & Railroad Co., general 
mortgage 5% bonds of 1951, of the face value of 400,000 

Illinois Steel Co., debentures of 1940, of the face 
value of 500,000 

Indiana Steel Co., 1st mortgage bonds of 1952, of 
the face value of ...:. .'.. 5QO,q00 

Duluth, Missabe & Northern Railway Co. Consoli- 
dated 1st mortgage bonds, of the face value of 145,000 

First Divisional bonds, of the face value of 966,000 

General Mortgage bonds, of the face value of ' 956,000 

(5) That in April, 1901, the defendant John p. Rocke- 
feller, Junior, owned 900 shares, and no more, of preferred 
stock of said Steel Corporation, and 7,4Q0 shares, and no 
more, of conunon stock of said Corporation; that on March 1, 
1910, when he resigned as a director of said Corporation, he 
owned none of the stock thereof, either preferred or common 
and owns none at the present time ; that the largest number 
of shares of stock of said Corporation he has owned is 6,700 
shares of such preferred stock and 21,500 shares of such com- 
mon stock; that during 1906 and 1907 he acquired $15,000, 
face value, U. S. Steel Corporation Sinking Fund Bonds; 
that he never owned a greater amount of bonds of said Cor- 
poration and owns none at the present time; that he has not 
within ten years past owned any stocks or any bonds of any 
of the constituent concerns of said Steel Corporation 
enumerated on page 40 of the Government petition in this 
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suit, nor of any of the subsidiary companies enumerated on 
pages 41, 42, 43, 44, 45 and 46 of said Government petition. 

New York, February 6th, 1914. 

J. M. DICKINSON, 
HENEY E. COLTON, 

Special Assistants to the Attorney- 
General. 
MUREAY, PEENTICE & ROWLAND, 

Solicitors for the Defendants John 
D. Rockefeller and John D. Rock- 
efeller, Jr. 

State op New Yoek, | 
County of Westchester,} ^®" " 

John D. Eockefelleb, being duly sworn, says that the 
statement of facts contained in the foregoing Stipulation, so 
far as it relates to him, is true. 

(Seal.) JOHN D. EOCKEFELLEB. 

Sworn to before me, this 18th| 
day of February, 1914. j 

Feedeeick F. Beiggs, 
Notary Public. 

State of New Yoek,^ 
County of New York, j ^^- '■ 

John D. Eockefellee, Junioe, being duly sworn, says that 
the statement of facts contained in the foregoing Stipulation, 
so far as it relates to him, is true. 

(Seal) JOHN D. EOCKEFELLEE, JR. 

Sworn to before me, this 17th| 
day of February, 1914. j 

Haeby p. Fish, 
Notary Public, 

New York County No. 1097, 
Register No. 5105. 

(Whereupon an adjournment was taken subject to notice.) 



